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“When we put in 
the Payroll | 
Savings Plan... f 


“It fitted into our operation perfectly... 


“T had an idea it might be a bit complicated to install the 
Payroll Savings Plan. Seeing all our people, explaining 
how it operates, pointing out its advantages. But the way 
it worked out it was simplicity itself. 

“All we did was contact our State Savings Bonds Direc- 
tor. He outlined the campaign for us, working through 
the bond officer we appointed. A short, company-wide 
person-to-person canvass was set up—and the results were 
absolutely amazing. Some of our pe ople told us later that 
since they found out how convenient it is to save regularly 
through the Payroll plan they have actually increased 
other investments, too! 

When your company has a flourishing Payroll Savings 
Plan for U.S. Savings Bonds, participating employees have 
the added satisfaction of helping to keep America strong. 

For prompt, friendly help in setting up a Payroll 
Savings Plan in your organization, contact your State 
Savings Bonds Director. Or write Savings Bonds Division, 
U.S. Treasury Department, Washington, D.C. 
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According to Mark Twain, “It 
is difference of opinion that makes 
horse races.” 

It makes the stock market, too. 

On an average business day, 
three or four million shares of 
stock are likely to change hands 
on the New York Stock Exchange 
alone. That means that three or 
four million shares are sold by 
people who don’t want to own 
them any more and bought by 
other people who do want to own 
them now. Since eventually all 
stocks show either an increase or 
a decrease in price, you might 
think that half of those people are 
necessarily wrong about the stock 
they are buying or selling. 

It may seem so on the face of 
it, but the facts are otherwise. A 
share-owner may have other rea- 
sons for wanting to sell besides the 
obvious reason of thinking, rightly 
or wrongly, that his stock has gone 
about as high as it can go. He may 
need the cash. He may have found 
another investment that he thinks 
will be better for him. He may 
have discovered some tax advan- 
tage in selling. And so forth. 

Similarly a buyer’s reasons for 
buying may be just as numerous 
and good as the seller’s reasons 
for selling. 

In short, it’s all a matter of 
point of view — rather like the old 
story of the eight-ounce glass con- 
taining four ounces of liquid. Is 
the glass half full or half empty? 


Merrill Lynch, 
Pierce, 
Fenner & Smith 


Members of the New York Stock 
and other principal Stock and mmodity § xchandes 
70 PINE STREET, NEW YORK 5, N. Y. 


143 offices in U.S., Canada, and abroad 














...to solve 





the mysteries 


of the sea 


Global Marine Exploration—one of Union 
Oil’s newest subsidiaries — typifies thinking 
which breaks the stereotype. 

It began as a company specializing in 
drilling into the ocean floor for new sources 
of oil. Today, Global’s portfolio of under- 
water projects reads like Jules Verne, 1961. 

Global has already been successful not 
only in drilling efficiently in very deep wa- 
ter, but in developing an improved closed- 
circuit underwater television system. 

Currently, the company is exploring 
other underwater problems in the fields of 
nuclear energy, rockets, radar—-is also tak- 
ing part in Project Mohole to help answer 
questions about the moon’s surface by 
drilling through the earth’s crust from the 
ocean floor. 

Thinking from a fresh point of view is 
one reason for the health of Union’s over 


half-a-billion-dollar business. 


Our growth is unlimited so long as we 
continue to “think deep” to find better ways 


of doing things. 


| | en YOUR COMMENTS INVITED. Write: Chairman of the 
Ree “at . Board, Union Oil Company, Union Oil Center, 
~~ | Los Angeles 17, California. 
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The Trend of Events 


WHAT KIND OF TIMING IS THIS? ... We notice with of the government. 
great shock at this crucial point in our affairs that a The President and Congress are likely to hear 
new threat is being made to one of our great com-_ plenty from indignant stockholders, who feel they 
panies—that the Justice Department announced it are being put upon, and who will want to know why 
is investigating A. T. & T. with a view to bringing A. T. & T. is being made a whipping boy, and also 
suit under the Anti-Trust Law to force the company who has been designated to take over the inter- 
to divest itself of its overseas communications net- national role of A. T. & T. 
works, many of which represent joint ventures with 
other foreign communications agencies and MR. KHRUSHCHEV ACTS TO TAKE HIS PLACE WITH 
countries. LENIN AND STALIN. . . TO SHUT MAO OUT?. . .Words, 
We would have liked to ask Attorney General words, words—nothing but words—with the same 
tobert F. Kennedy whether the purpose is to set up old meaning and the same old promises of a life com- 
a government controlled and operated foreign com- parable to that enjoyed by the people of the United 
munications system, but we notice from the news- States. 





papers that he has just arrived in Nice for a visit This has been the promise for over 40 years and 

with his father, Joseph P. Kennedy. the surface has barely been scratched as far as lift- 
Maybe he will get the answer there—and maybe _ ing the Soviet consumer standard of living. 

he will get it here from the 2 million stockholders Even a careless reader of the Manifesto must 

who own A. T. & T., and to whom this would mean find it incongruous that, on the one hand, he calls 

a significant loss of capital investment and income. for the downfall and destruction of United States 


It is most surprising to us that just when the capitalism, and in the second breath says he wants 
government has given A. T. & T. approval to put to emulate it and allows 20 years for this accom- 


into orbit an array of satellites for relaying mes- _plishment. 

sages, broadcasts and television around the world, I wonder how those Russians who have been giv- 
that they should have selected this moment to at- ing their all to Communism these past 40 years 
tack the company, especially since the expectation patiently waiting for “the day’”—must have felt 


of the fine service with which the name of A. T. & T. when they read the rehash of old time promises, 
is synonymous, has produced a heavy demand for’ for many of these people will not be here 20 years 
telephone installations in the various cities around from now, and they will wonder whether their chil- 


the world. dren and grandchildren will still be waiting for 
In fact, the situation looks more as thouch the fulfillment 20 decades from now. 
Justice Department is operating independently end All Khrushchev’s Manifesto did was to point up 


not in accordance with the avowed goal expressed ihe tragedy of the Russian people since the Com- 
by the President ; “that of complete collaboration be- munist Revolution. And his reliance on an Astronaut, 
tween all citizens of the United States”—and that rather than a better life for his people, must be 
means everybody, including all the various branches making Karl Marx turn over in his grave. 
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CAN THIS BE TRUE? ... A reader of our publication 
sends us the following clipping from “Medical Eco- 
nomics, Apr. 10, 1961”: 


“BANK IN SWITZERLAND? 
The bank may be your heir” 


“If you need extreme financial privacy, you may 
have thought about banking in Switzerland. If so, 
here are words of warning about that citadel of 
banking secrecy. 

“Swiss banking policy demands that your bank ac- 
count be identified by nothing more than a num- 
ber. You provide your ‘signature’ by writing the 
number in longhand. Swiss law actually forbids the 
identification of an investor-depositor. Since un- 
claimed deposits belong to the bank, this provision 
has brought enormous windfalls to the canny Swiss 
after the sudden deaths of big-time depositors. 
Heirs may contend till doomsday that the accounts 





existed, but they often have no means of proving 
their claims. 

“The veil of secrecy has often been a godsend to 
those genuinely in need of it, such as victims of 
Communist persecution. But you’re taking a risk 
if you join them. Your money may be inherited by 
Swiss banks that need it less than your family 
does. 

“To holders of “hot money” this would be like 
jumping from the frying pan into the fire. Even so, 
it seems likely that many dictators sitting on the 
“hot seat” in their countries, gamblers and others 
who transfer their loot to Switzerland in an attempt 
to cover up their transactions, may come upon hard 
times at some future date and may find it difficult 
to collect. 

“There is a warning here too for those who are 
trying to dodge taxes in this country by opening 
anonymous accounts.” 





As 9 See Jt! 


By Malcolm Stewart 


WORDS ARE NOT ENOUGH—THE QUALITIES OF LEADERSHIP IN ACTION 
NECESSARY TO WIN OUR ALLIES AND DEFEAT KHRUSHCHEV 


RESIDENT KENNEDY has told the Nation and 

the World that he is preparing to fight if he 
must, but negotiate if he can. That, in a nutshell, is 
the Administration’s policy for meeting the latest 
Berlin crisis. 

Such an oversimplification, of course, obscures the 
tremendous difficulties which must be surmounted 
if the United States is to avoid two fatal extremes— 
nuclear war or disastrous diplomatic concessions to 
Soviet Premier Khrushchev. 

There are three more or less parallel thrusts in 
Kennedy’s program to defuse the Berlin issue: 

(1) Build up U. S. military manpower and non- 
nuclear fighting equipment to “make clear our de- 
termination and ability to defend our rights at all 
costs—and to meet all levels of aggressor pressure 
with whatever levels of force are required”. 

(2) Rally the NATO Allies—particularly Britain, 
France and West Germany—to similar steps with a 
view to strengthening the entire front against Com- 
munism in Western Europe. 

(3) Seize the diplomatic initiative with positive 
proposals to settle the German issue without abdi- 
ee the Allied position in red-encircled West 
3erlin. 

The first objective is the simplest because its 
attainment lies within our own hands and capabili- 
ties. The second and third are vastly more difficult 
to achieve. Maybe they are impossible. 

The nation has never failed to respond to a Presi- 
dential call for action if the danger is clearly defined 
and the voice from the White House incisive. 

Congressional and public approval of Kennedy’s 
proposed military measures has again demonstrated 
this truth. The sense of determination with which 
the Nation reacted to his limited call to arms should 
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be highly gratifying to him. 

The Nation has accepted his argument that the 
nuclear deterrent alone is not enough .. . that the 
United States must have powerful enough conven- 
tional forces to test the enemy’s intentions short of 
all-out atomic conflict. 

There appears to be little doubt that if Kennedy 
decides on still sterner military build-up measures, 
which he has warned may be necessary, the country 
will support him. 

> All this imposes on the President the obligation 
to act with wisdom within the frame-work of this 
confidence that the Nation has reposed in him. 

> Financing the increased military build-up, 
which the President hopes can be carried out with- 
out additional taxes at this time, may require sacri- 
ficing some of the Administration’s pet social wel- 
fare objectives for the duration of the current emer- 
gency. 

> The infusion of new defense money into the 
economy may—unless labor and management act 
most reasonably—touch off another inflationary 
trend which might require decisive government 
action. 

However, whatever the difficulties, objective num- 
ber one—beefing up U. S. military might—will most 
certainly be achieved. 

How about the other two Presidential objec- 
tives—rallying the Allies to greater efforts and 
finding the formula for a diplomatic offensive? 
Here the picture becomes much less clear. 
> Lip service to the cause of Allied unity on the 

part of the other NATO powers is not going to be 
enough to deal with the tough facts of international 
life outlined by Kennedy. 
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NATO has been trying for years, without suc- 
cess, to bring its strength in Europe up to the 
planned goal of 30 divisions. And it still is eight 
divisions short. Where, among the NATO allies, is 
the will to take steps severe enough to match those 
the United States is preparing to take? 

& British officials assert in public that despite 
Prime Minister Harold Macmillan’s “austerity plan”, 
the United Kingdom will be prepared to “do its 
part”. Privately they say they doubt seriously that 
their country will be able to offer much. Macmillan 
fears, for political reasons, to restore the draft in 
England. 

Within the NATO 


our position by putting forward weak-kneed “con- 
cessions” which can have little effect except to “buy 
off” Khrushchev for a few more months. 

©The British are particularly enchanted with the 
idea of easing the pressure on Berlin by some “ac- 
commodation” with Khrushchev such as recognizing 
formally the legitimacy of the Oder-Neisse line or 
agreeing to de facto recognition of the East Ger- 
man Communist regime. 

@Paying such blackmail would accomplish noth- 
ing. It would but whet the Communist dictator's 
appetite for further nibbles at the Western position. 
Khrushchev inevitably would be back to turn the 
screw on Berlin again— 





Council in Paris the , 
British already are ar- 
guing for a_ reduction 
in their financial contri- 
bution to the Western 
Alliance. They want the 
Germans to bear a 
greater share of the cost 
of maintaining the 50,- 
000 British troops on 
the Rhine. The British 
line, in private, is that 
the Berlin Crisis is 
“still political, not mili- 
tary”. 

> West Germany — 
American officials think 
West Germany should 
put seven more divi- 
sions in the field. Real- 
istic appraisal indicates 
that not more than two, 
at best, will be avail- 
able by the end of the 
year. Even this deci- 
sion must await the out- 
come of the September 
elections in West Ger- 
many. 
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Battle Stations 


or have his “sovereign” 
\ / German stooges do it for 
him—to see what else he 
could force out of the 
Western Allies. 

@Most experts on So- 
viet affairs are certain 
Khrushchev does not 
want or intend to fight 
a nuclear war over Ber- 
lin. Many of them think 
his objective at present 
is to force Kennedy into 
a Summit Conference 
late this year to see 
what he can wangle in 
the way of concessions. 

There is a growing 
feeling in Washington 
that the best diplomatic 
tactics may be to call 
Khrushchev’s bluff in a 
broad, dramatic and 
sweeping manner: 

Demand a 52-nation 
peace conference of all 
the countries which were 
at war with Nazi Ger- 
. push for an 
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> France — General 
Charles de Gaulle says the Berlin Crisis is the 
major issue of the day. He pulled one French divi- 
sion out of North Africa to bolster his continental 
strength. But then the Tunisian affair erupted 
and the talks with the Algerian rebels have broken 
down again. President de Gaulle’s ability to con- 
tribute much more strength to NATO is in serious 
doubt. 

He could help by permitting American nuclear 
bombers to occupy French airfields again, a privilege 
he revoked when the United States declined to share 
atomic secrets with France. But so far he has given 
no indication he intends to do so. 

The American people, convinced of the danger, 
are prepared to make the sacrifices in manpower 
and money asked of them. Somehow Kennedy must 
find the magic formula to awaken in the Allies an 
equal sense of their responsibilities in the common 
effort at this critical juncture. 

Kennedy's third objective—formulation of an 
Allied offensive on the diplomatic front—‘s prob- 
ably the most difficult and complicated of all. 
There is little point in building up military might 

in order to negotiate from strength if we dissipate 
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all-German settlement 
based on “self-determination”. .. spotlight the fact 
that Russia has never perm'tted the East Ger- 
mans to vote in freedom on their own future... 
call on the very vocal new Asian and African na- 
tions, who proclaim “self-determination” to be 
the most important principle of all, to say where 
they stand in the East-West struggle on this point. 

Maybe this is the answer, a gigantic and well- 
coordinated Western drive to seize both the propa- 
ganda and diplomatic initiatives and place Khrush- 
chev on trial before the bar of aroused World opin- 
ion . . . while building U.S. and Western military 
might just in case. 

It might be effective, it might not. But it would 
be more in the American tradition than would a 
process of trying to formulate piecemeal “conces- 
sions” which would only play into Khrushchev’s 
hands and further his program for eventual World 
domination. 

The American Congress and people have given the 
President a ringing vote of confidence in his pro- 
posed military steps. Now they will be watching to 
see if his actions on the diplomatic front merit 
equal confidence. END 
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Market Under Defense Stimulant 


Investment-speculative optimism is on the rise again, spurred by the prospective further 
boost in Federal spending. The actual consequences of the latter could easily be exag- 
gerated, but meanwhile stock prices may well go higher. With even fairly good values 
now harder and harder to find, a selective policy is still advisable. 


By A. T. MILLER 


OvER the last fortnight, stock prices re- 
sponded vigorously, despite some irregularity, to the 
President’s statement of policy on the Berlin issue 
and his call for a sizable enlargement of the defense 
effort in terms of arms and manpower. 

Although there was no element of surprise, some 
psychological lift derived from the fact that a firm 
stand was taken, clearing the air to that extent for 
the time being. Of more specific investment interest, 
the Kennedy request for an added $3.5 billion in 
authorized spending will contribute further to busi- 
ness revival and enlarge this year’s Federal deficit. 
With consideration of a possible tax boost deferred 
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at least to next January, and Congress leaning to 
even larger defense outlays than the President asked, 
inflationary potentials, although quite possibly ex- 
aggerated, got more immediate emphasis. 

A four-day surge took the industrial average back 
to immediate vicinity of the mid-May all-time high 
of 705.96. Brief hesitation was followed by a re- 
newed thrust to a closing peak of 713.94 in the 
Tuesday, August 1, session. Profit taking brought a 
moderate setback before the Wednesday close, with 
sentiment somewhat chilled by news that the Justice 
Department is considering anti-trust action to force 
divestment of American Telephone’s overseas opera- 
tions. But at the week end the average 
was up to 720.69. 

In a steadier rise, which was no more 
than slowed at mid-week, the utility 
average attained a new postwar high. 
Basic lag in rails continued, although 
they rallied materially on the fortnight, 
due to gains in the week through July 
28, followed by narrow rise last week. 
It is worth noting that they remain 
well under the March cyclical high — 
and that the latter was the lowest top 
seen in any year since 1954. Perhaps 
those awaiting a bullish “Dow-Theory 
confirmation” by the rail average should 
adopt some other system of market 
trend forecasting — maybe astrology 
or reading tea leaves. 


Present Technical Indications 


The market does not now have the 
“horsepower” shown in the earlier 
months this year, and whether it will 
develop is, of course, problematical. The 
breadth measures are not too impressive 
thus far. Among individual stocks, the 
excess of daily advances over declines 
during the last two weeks has been a 
good deal narrower than it was for 
some time before, as well as around, the 
May high. The same is so of the ratio 
of new highs to new lows. 

While share turnover has risen from 
the reduced levels seen around the mar- 
ket’s July low point, it remains well 
below the enthusiastic activity main- 
tained through late winter and early 
spring. 
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The favorable Demand- 
Supply spread (see chart) 
widened on the fortnight, 
but remained much narrow- 
er than the spreads seen 
earlier this year. While 
there has been a clear-cut 


TREND INDICATORS 





“break-out” by the Dow 
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industrials, the extension 
of the May intraday high 
is little over 1.2% so far, 
and some broader indus- 
trial indexes are not yet in 
the clear. 

@The presently projected 
rise in defense spending 
will have less effect on 
business than many people 
imagine. Defense outlays 
last year approximated $45 
billion and were equal to a 
little under 9% of the gross 
national product. Already 
moving up when Kennedy 
took office, and raised again 
prior to the latest requests, 
they may be around $50 
billion this year, but still 
less than 10% of likely 
gross national product. 
Since the latter is trending 
upward anyway, the 10% 2h 
figure would hardly be 
changed if 1962 defense 
spending rises by a further 
$3.5-$4 billion. Note that a 
$4 billion boost in defense 
outlays would be equal to 
less than 1% of last year’s gross national product. 

@ The less publicized state and local government 
spending is in a steadily rising trend, is only mod- 
erately less than total Federal spending, including 
non-defense outlays, and may be estimated around 
9.5% of 1961 gross national product. 

@Consumer expenditures are the big item, amount- 
ing to about two-thirds of total gross national pro- 
duct; and about seven-eights of them are for soft 
goods and services largely of “necessity” type. The 
degree of business revival ahead hinges more on 
the rate of rise in consumer spending, especially for 
durable goods — in combination with business in- 
ventory expansion and increased plant-equipment 
outlays — than on change in defense outlays. 

@ Consumers will spend moderately more and save 
less as income improves, but nothing like a buying 
spree is indicated. Department store sales in July 
were only 3% above a year ago, leaving the year- 
to-year gain so far only 1%. Total automobile sales 
in July were slightly under the year-ago level. 

@ There will be a fair expansion of inventories in 
line with production needs. But the possible Berlin 
war threat and prospective rise in defense spending 
have not yet brought any semblance of a general 
“stocking-up” movement. On the contrary, business 
buyers continue to gear inventories pretty much to 
expected nearby needs, since goods and materials 
are in plentiful supply, prices generally stable, if 
not a bit easy, no significant rise in sight. 

@ No doubt there is a sizable improvement ahead 
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in plant-equipment outlays, mainly for moderniza- 
tion-improvement purposes rather than expansion. 
However, present excess capacity in most lines ar- 
gues against a boom in this sector of the economy. 

> With a vested interest in rising stock prices — 
and commissions — many in the financial com- 
munity are quick to jump at any opportunity to talk 
“long-term inflation.” Certainly the potentials are 
there in loose Federal spending and in deficits which 
expand the bank-money supply. But prevailing sup- 
ply-demand factors determine prices, they are not 
inflationary now and whether they may become so 
is “iffy.” Much could depend on whether Kennedy 
lives up to his promise to present a balanced budget 
next January for fiscal 1963 — possibly with higher 
taxes, if necessary. 

> The “weighted” consumer price index is under 
increasing expert criticism as an exaggerated 
measure of price inflation. The broad wholesale price 
index is currently under the average levels of 1960, 
1959 and 1958; and over three-quarters of its 18.5% 
rise from the 1947-1949 base period was seen in 
1950 and 1951 as a result of the Korean War. 

® There has been little or no real growth of total 
corporate profits over the last decade; and the cyc- 
lical earnings recovery now in prospect seems un- 
likely to change the basic reality. As for some time 
heretofore, the greatest inflation is in stock prices. 
It may well go further in the existing enviroment, 
but you will be well advised not to confuse stock 
prices with stock values. A carefully discriminating 
policy ins i , August 7 
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HE commodity price outlook at the present time 
cannot be divorced from the international situa- 
tion, bristling with innumerable uncertainties. 

During the past few years, it has become fashion- 
able to assert that inflation is a dead issue, that 
supplies of practically everything are so large and 
capacity so great that there is little or no likelihood 
of a fresh inflationary price upsurge. 

Unassailable as this logic may appear to be, it 
should be borne in mind that it pertains only to the 
past few years and to the immediate present. For, 
regardless of the outcome of the current Berlin 
situation, the possibility cannot be ignored that 
President Kennedy’s request for an increase in de- 
fense appropriations is only a beginning. 

Only a few years ago, a “peacetime” annual mili- 
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f THE COMING RISE IN 
1¢ COMMODITY PRICES 


By G. A. KENT 


— Not only heat of 117 degrees to 124 in the West — drought in the 
North — unseasonable weather in the South — mean higher prices for foods 
and raw materials ... but the international situation too — billions 
tor defense — and the economic philosophy in Washington, play their part 


tary expenditure of $50 billion plus would have 
seemed preposterous. Who knows but that, only a 
few vears hence, such an expenditure will seem 
small? 


Tax Rise Doubtful 


To be sure, President Kennedy stated in his talk 
to the American people that it might become neces- 
sary to raise taxes in order to restore a balance 
between Federal income and outgo. However, this 
statement must be taken with a grain of salt. 

Surrounded as he is with Keynesian economists, 
whose greatest fear is that a shift from a budget 
deficit to a balanced budget would check and pos- 
sibly reverse the current business upturn, the Presi- 
dent would be highly unlikely to ask for higher 
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WHOLESALE PRICES 


in the movement of commodity 
prices during the next few 
months. Nevertheless, over a 
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TOTAL AND MAJOR GROUPS IN B.L.S. INDEX longer period, although perhaps 
monte.y, 1047-492100 not becoming apparent until early 
PER CENT i , ro00r ; ati ‘ 7 a0 
a — ineniseidicaiaeelsicasiaeiieiatied sili next year, the inflationary impact 
r ————~T T ” v" ] ITT ] : . does , 
| of budgetary imbalance should 
140 -——7 =] en a ie in oe ae ee provide a measure of firmness 
to 
| 


inherently weak commodity 
situations—and further strength 
to already strong commodity sit- 
uations. 

Thus, as general business activ- 
ity moves up to new high levels 
in the months ahead, there un- 
doubtedly will be fewer weak 
commodity situations and more 
— strong situations. This invariably 
has occurred as business activity 
has passed from the initial recov- 
a ery period out into new and un- 
charted areas. Recent hesitancy 
in a number of commodities has 
been due largely to the customary 
summer slowdown in_ business, 
which almost invariably occurs 
whether the trend of the eco- 





| 





L i SN 








1954 1956 1958 





1960 


nomic cycle is upward or down- 
ward. This has been despite a 


1962 . ae : 
rather general belief in the busi- 








taxes except in the event of an inflationary price 
upsurge. Then, higher taxes would be essential to 
“sop up” excess purchasing power and to prevent 
the price rise from getting out of bounds. 

It must be remembered always that the school of 
economic thought now dominant in Washington does 
not fear what it calls “moderate inflation’. Indeed, 
it considers some inflation desirable in order to pro- 
vide stimulus to the economy and to speed economic 
growth and reduce unemployment. Against this 
background, whether one likes it 


ness community that, because 
recovery from recession was under way, the sea- 
sonal summer slowdown would be eliminated this 
year. 


Commodity Price Outlook 


It is also apparent that many business men ex- 
pected too much too soon. The turnabout in the 
1960-61 recession was recognized almost as it was 
occurring whereas, in the past, some months usually 
have elapsed before it became apparent that im- 





or not, the possibilities are that 
any tax increase sufficient to re- 
store a balanced Federal budget 
will come only as a last resort— 
locking the barn door after the 
horse is stolen. 


CONSUMER PRICES 


BUREAU OF LABOR STATISTICS INDEXES 947 49 


MONTHLY 





Furthermore, it should be re- 140 
membered, the announced goal of 
this Administration—one that it 
is not being allowed to forget 130 
—is to reduce unemployment to 
around 4 percent of the labor 


tively high rate of nearly 7 per- 
cent. This goal probably cannot 
be accomplished without the in- NM 

jection of a fair amount of infla- 110 = 
tionary stimulus into our present 


somewhat sluggish economy. 
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Near and Long-Term Emphasis 


In evaluating the outlook for 
commodity prices, consideration 90 Ll 
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should therefore be given to the 
likelihood that Federal budgetary 
imbalance per se may not become 
a factor of particular importance 
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provement was under way. In 1958, even though 
April marked the low point of the recession, the 
fact that recovery was under way was not recog- 
nized until well into the fall. And, even then, some 
fresh price hesitancy developed following earlier 
firmness that was not altogether understandable to 
the business community. 

Consideration must be allotted also to the fact 
that, regardless of the strong historical tendency 
both of business booms to peak out, and business 
recessions to bottom out in the first half of the 
year, the business community this time has some- 
how seemed reluctant to fully accept the evidence 
of the turnabout before fall. Thus, at the present 
time, we are passing through what might be termed 
a “psychological barrier”. As yet, the majority of 
the business community has not recognized the com- 
modity price-strengthening implications of the up- 
trend in the business cycle nor the inflationary 
aspects of Federal budgetary imbalance. 

But, in all probability, this barrier soon will be 
passed. 


Farm Products Trend Up 


In recent years, largely as a result of government 
price support policies, the trend of farm products 
prices has borne little relationship to the prevail- 
ing trends in the economy. During the Eisenhower 
administration, government price supports were 
lowered gradually. Now, under the present Admin- 
istration, this trend is being reversed. 

Even though Congress has not given President 
Kennedy all that he asked in the way of new farm 
legislation, higher price supports are scheduled for 
many farm products and price supports are being 
extended over a broader range. Meanwhile, the 
“give-away” programs for farm products are being 
widened in an effort to pull down surpluses and to 
make price supports more effective. 


Weather Conditions Unfavorable 


This is not a good crop season. Early in July, the 
U.S. Department of Agriculture indicated that total 
crop production this year would be about 7 percent 


smaller than last year. This indication was based, of 
course, on the expectation that subsequent weather 
conditions would be close to normal. 

Unfortunately, weather conditions have departed 
considerably from normal, and no end of unfavor- 
able weather is in sight. In all probability, when 
the harvests are in, total crop production this year 
will prove to be somewhat smaller even than the 
early July USDA indication. 

Even though surpluses of a number of farm prod- 
ucts from 1960 and earlier crops are large, this con- 
dition is far from universal. Indicated carryovers 
of a number of products are the smallest in some 
years. 

impetus to Price Structure 


Overall, the prospects are that supply considera- 
tions will tend to lift prices of farm products and 
foods, considered as a whole. Even though prices of 
farm products and foods now are accorded less 
weight in the general commodity price level than 
was the case a number of years ago, experience has 
shown that trends in prices of these items still are 
major influences in the determination of the gen- 
eral price structure. 


What Are Other Factors That Point to Lower 
Farm Ovtput This Year? 


@ Plantings of corn have been reduced sharply, 
and smaller plantings of spring wheat, oats, barley, 
rye, and flaxseed also are reported. On the other 
hand, more land has been put into potatoes, cotton, 
and soybeans, particularly the latter. 

@ However, plantings tell only part of the story. 
As a result of extremely dry weather over much of 
the Northern Great Plains, yields of spring wheat 
are off sharply and lower yields are reported also 
for the small feed grains. As of July 1, the indicated 
yield per acre for corn was the same as last year 
but as a result of reduced plantings indicated pro- 
duction was only 3,175 million acres versus 3,891 
million last year. Actually, it is problematical 
whether, in view of weather conditions, the high 
July yield prospect for corn will be maintained. 


@iIn the Far West, ex- 















































ee a — ~ jf tremely high temperatures 
Estimated 1961 Crop Production and moisture shortages have 
i "tance been taking heavy toll of fruit 
Crop Acreage (1,000) Yield per acre Production (1,000) and vegetable crops, accord- 
———__—_—_—_——_ - ing to advices from a number 
1960 1961 1960 1961 1960 1961 of areas. 
Corn for grain (BU.) ........ccssesseee 71,443 58,275 545 545 3,891,212 3,175,177 Too Wet and Too Cool 
Wheat, alll (bu.) .....ccccccsssvesssessseeenses 51,859 51,450 26.0 24.5 1,350,339 1,259,007 ; , 
Winter (No0.) .cccccvccsasccccccccesesecceoes 39,977 40,548 276 27.5 1,103,895 1,116,184 _ @ Moreover, weather condi- 
All spring (bU.) ......ccccccsssse . 11,882 10,902 207 13.1 246,444 142,823 tions over the United States 
ee eS 26,554 24,320 43.3 39.5 1,150,774 961,357 have been far from uniform. 
Barley (bu.) . . 13,763 13,225 31.0 27.7 427,018 365,746 . oak a 
| SEARO ARE 1,652 1528 197 17.1 32,491 26,187 e a ve a 
Flaxseed (U.) ..ccccceseccccscsssenssessessee 3,341 2,732 9.1 7.1 30,409 19,350 over much of the South, there 
Rice (100 Ib. bag) .....cc.cc...scscccecsesn. 1,595 1,596 3,424 3,411 54,612 108,948 has been altogether too much 
Hay, alfalfa (ton) ST OIA 27,368 27,380 2.45 2.27 67,137 62,136 rain and cool weather for best 
Beans, dry edible (cwt.) oo... 1,431 1,409 1,252 1,215 17,912 17,120 results. F 8 : 
Peas, dry field (eWt.) oo... 298 331 1,088 1,081 3,241 3,578 hee gg lye kang part, . 
Tobacco (1b8.) ....sseccesseesccsesesssnsens 1,141 1,168 1,703 1,694 1,943,487 _—«+'1,978,451 : y Dackwar 
Sugarcane (80M) .ooccccccmcveecceverce 330 352 23.4 «25.6 7,721 9,010 season in these areas, marked 
Sugar beets (ton) .......cccccccessssseesoen 957 1099 17.2 17.0 16,421 18,577 by unusually late plantings 
Cotton (Ibs./bales) ..............00000..... 16,080 16,561 448 e 14,309 e and relatively slow growth. 
SS ESSA 23,639 27,100 23.8 ° 558,778 bd - The Main tat 
Peanuts (ths.) ............................. 1,542 1,548 1,259 * 1,772,825 * € potato crop, 
Sorghum (cwt.) .....cccsccesseessessseeseee 18,839 13,900 41.3 * 637,673 * for example, went into the 
- : me a estan ground late and has been 
*—First estimate due August 10. making rather slow progress. 
aa ——— = (Please turn to page 599) 
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WHAT SECOND QUARTER EARNINGS 
REPORTS REVEAL 


— By Industry — By Company —looking to year-end and into 1962 


By WARD GATES 


HE recovery from the recession is in full swing, 

and nothing tells the tale better than the current 
outpouring of second quarter reports. There are ex- 
ceptions, of course, but in general the sweep of the 
recovery crosses all industry lines. Readers of the 
financial press have probably been oriented to the 
method of reporting which compares this quarter to 
the second quarter of last year, and hence may have 
the impression that the earnings being reported now 
compare unfavorably with the past. Nothing could 
be further from the truth. 

Of course, earnings are below a year ago. Indus- 
try is just pulling out of a recession, while in last 
year’s second quarter the biggest impact of the 
impending decline in business was still in the future. 
But the significant thing is that profits are sharply 
improved from the first quarter of this year, and 
show signs of continuing the betterment into the 
third quarter, and probably into the fourth as well. 

For investors this is happy news, since the im- 
provement comes on top of the smallest decline in 
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corporate profits during any recession of the post- 
war period. In all, total profits dropped about 24°, 
well below the average for major recessionary peri- 
ods. Whether the improvement from here on out 
will be more electric than in other postwar recover- 
ies is impossible to say, but at least the recovery is 
beginning from a higher than usual base. 

In industries where the decline in earnings was 
particularly sharp during the recession, of course, 
the recovery in earning power stands in sharpest 
contrast. The steel industry is the best case in point, 
and also serves as the best illustration of the pat- 
tern of recovery throughout the industrial economy. 

U.S. Steel earned $1.38 in last year’s second quar- 
ter, but fell down badly in the final half of 1960 and 
in the first quarter of 1961. In the quarter just 
ended, however, earnings jumped to 98¢ a share 
from only 47¢ in the initial period of the year. But 
that is only part of the story. The improvement in 
earnings was half again as good as the increase in 
sales, indicating that as operations picked up, profit 
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| Quarterly Sales, Profit Margins and Earnings of Selected Companies 

—Second Quarter 1961—— -——First Quarter 1961 ———Second Quarter 1960-——— 

Net Net Net Net Net Net Net Net Net 

Sales Profit Per Sales Profit Per Sales Profit Per 

| (Millions) Margin Share (Millions) | Margin Share (Millions) Margin Share 

IIE isis cxccinnannenadieonbenseanicatesetoniee $211.3 7.6%' $ .81 $168.5 5.6% $ .47 $216.8 8.0% $ .87 
STREET OTT RR ATE PE 282.2 4.8 .83 230.1 2.8 .37 275.2 4.0 .66 
GI oseticesitcninecnscscseisesvomenese 152.7 7.5 54 148.1 8.2 57 145.4 8.1 56 
American Hospital Supply ...................00006 30.2 4.2 5 27.1 4.1 .13 27.2 4.2 14 
NN ice inch nimindnenininidatiniannes 244.5 3.1 43 179.4 1.2 12 310.4 5.5 .96 
American Steel Foundries .......................... 28.1 6.3 -63 23.8 3.5 .30 33.1 7.1 81 
AIEEE AE LOT 226.3 6.1 .94 187.0 4.9 -63 246.8 7.1 1.20 
I anal caencalinecaliai 516.2 5.0 .53 433.4 1.8 14 569.0 5.2 62 
| Reno 563.0 1 69 431.5 45.0 42.45 825.7 1.5 1.44 
Container Corp. of Amer. ............ccccccceseeree 83.5 5.6 43 76.8 5.3 38 83.3 6.3 49 
ian ccanadlll a scenaccmniesvealinten 293.5 3.4 81 242.0 2.0 39 289.3 3.2 75 
PRA AA RATT ATT 182.7 5.4 45 172.5 5.2 .82 176.1 5.4 44 
III FINNIE ca sc cerctinsiniinnnieieannneann 47.51 12.21 951 48.3 10.0 61 48.21 13.2! 941 
a licen 142.2 6.9 69 133.2 6.2 58 143.5 7.7 78 
I i asceicnainiineeicebiiannamessent 29.3 4.5 85 26.5 4.0 .69 29.4 4.3 83 
IIIT a: casceccepanicdiaaplsianianteiaieceuts 227.0 6.6 39 204.8 8.3 45 314.9 ds 4.48 
ala 563.0 N.A. 2.15 520.0 16.7 1.85 562.0 18.4 2.22 
gc ipctisnccrsnrcnacinniieesnvtsonvaineds 220.41 12.51 721 193.81 11.2! 561 221.81 13.81 80! 
REE RRC eee na 40.7 1.9 -52 41.9 1.8 .53 83.1 2.8 1.49 
II is ccintsoeab menecbnananianiiceniaianaeh 1,081.8 4.7 .57 992.6 4.2 48 1065.2 5.5 -66 
sac cesaetasemimeniiions 288.5 5.9 69 399.1 4.7 76 274.5 5.8 65 
I a 3,088.3 8.1 .88 2,723.6 6.8 .65 3,450.8 8.3 1.01 
ED TI Oe COD occccecsccvnctccmsscnsescrcncces 202.1 3.0 1.10 171.9 3.1 .94 188.2 2.5 85 
Georgia Pacific Corp. ............0 59.0 7.3 .68 48.4 6.9 52 55.8 9.0 81 
IID cal caicatictetseseseidalichdaianeiaiioaaninaianiinianiiniad 61.6 15.6 1.02 62.1 16.1 1.08 58.2 18.5 94 
SE Nee aa ene a ree 197.4 4.7 1.02 172.9 3.3 .63 203.0 44 1.01 
Hercules Powder .......... a 93.2 N.A. 84 88.8 6.2 61 87.0 8.8 64 
International Business Mach. ....................... 422.1 12.3 1.89 389.0 12.5 1.78 354.7 11.7 1.51 
Jones & Laughlin Steel oo... ceecceeee 188.4 4.9 1.13 158.1 1.6 .28 207.1 4.0 1.02 
Kaiser Alum. & Chemical ............................. 110.1 6.4 .39 96.2 3.6 16 103.1 43 21 
N.A.—-Not available. d—Deficit. 7 a ~ Low weeks. 1 Saeeapihier. 216 weeks. _ 7 























m2rgins expanded rapidly. A check into the figures 
shows exactly that. Margins expanded from 4.5% 
of sales in the first quarter of the year to 6.9% in 
the second. 

The reasons, of course, are the most important 
things to consider, since steel investors have been 
disturbed in recent months by reports of price cut- 
ting throughout the industry. Actually, there was 
no special price shading. Certain grades of steel 
have been selling at discounts from list prices for a 
long time, and this year the companies finally re- 
duced the list prices to reflect the actual situation 
in the steel market. More important, however, is the 
fact that the reductions were in peripheral product 
lines for most companies, affecting no more than 
10% of their total business. For perspective a little 
arithmetic comes in handy. A 10% drop in prices 
of products accounting for 10% of a_ business, 
adds up to a 1% drop in revenues. Not a very 
significant figure when demand for the other 90% 
of the product line is on the upgrade. 

Moreover, the price reductions are buried under 
the impact of the enormous savings the companies 
achieved in the initial stages of recovery. So far, 
operations of the steel industry have recovered sub- 
stantially from the low established early in the year, 
but there have been few re-hirings of laid-off em- 
ployees. The reason is simply that the first plants 
to come on stream in a recovery are the newest, the 
most efficient and the most automated. The results 
add up to a strong upsurge in profit margins and a 
sharp improvement in net income. 
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Other Steels Follow Suit 


U.S. Steel was not alone in its recovery pattern. 
Republic Steel’s recovery was even stronger in the 
earnings column, soaring to 98¢ a share from only 
37¢ in the opening quarter of the year. Further- 
more, since the recession hit the smaller companies 
earlier than it hit big steel, Republic also scored a 
gain over the 84¢ earned in the second quarter of 
last year. 

Youngstown Sheet & Tube, reflecting its small 
common stock capitalization, turned in an even more 
sparkling performance. In the early months of the 
year operations fell to well below 50% of capacity, 
and net income dropped to 77¢ a share in the first 
quarter. In the period just ended, however, net 
leaped to $2.34 a share, a better figure than in any 
quarter since the $1.72 earned in the second quarter 
of last year. 

Other basic industries—and especially those tied 
closely to the steel industry—also scored impressive 
gains in the second quarter. 

Allied Chemical, one of the major basic chemical 
producers, fell short of last year’s 87¢ a share, but 
the 81¢ earned in the period just ended was a 
healthy improvement over the 47¢ earned in the 
opening period. Profit margins widened to 7.6% of 
sales from only 5.6% in the first quarter, and by 
the third quarter should top last year’s figures. 

Allied is probably the furthest advanced of all 
the major chemicals in terms of its expansion and 
modernization program, and hence should be in a 
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Second Quarter 196 
Net Net 
Sales Profit 
(Millions) Margin 
Liggett & Myers Tobacco .................ccceeee 133.9 5.3 
I I i cicatsninhenanniananiinnonnioinl 126.5 5.8 
Metro-Goldwyn-Mayer _...... 34.3! 8.0! 
Minneapolis-Honeywell Reg. ..................... 113.5 5.2 
I TID ccnsncitonincsecseesoecesssenonnsnren 246.3 77 
III i cnscsiccictesneassisepdannmiennnaniiinnsnanin 118.0 5.4 
I ic cca ebtielensceciaaaleinidiaied 133.2 9.8 
BE IID dininiinnnsniseunienemnanenonmnnin inicio 167.2 6.1 
New York Air Brake ................cccccecceeeeeeeneee 18.6 2.8 
Moerth Amoricnn Avie. .............0....ccccccserseee 319.4 3.1 
Owens-Corning Fiberglas .....................-.. , 56.1 6.1 
I I och eitinienlenbieniiiinniabonansiionns 42.6 8.6 
Philip Morris, Inc. ................. ae Oe 134.6 4.2 
PEs PUR CRRTI aciniesncccscscecenscesscccnsese hint 303.1 9.0 
ils cenceicenivedaabelianisaeabitnin 20.0 47 
I cecal iacasenltaeilianiadia 89.0 1.4 
iy Re, OF CIR ances csnsiniycerenicccsconens 360.1 1.5 
Rayonier ..............- 33.9 6.4 
Republic Steel ae ’ 252.1 6.9 
Reynolds (R. J.) Tobacco ...............cceccceeee 388.6 7.7 
I a iisccrincttnnainisenaiiaaini 273.2 3.1 
Scott Paper .... 83.6 8.7 
TIN cicamnaiseniuiianinanaien siheldnaleiieababiaitcaaai 30.3 2.7 
Smith Kline & French Lab. ....................00 40.2 18.4 
I isa ec cliciciilellaieialeital 2,202.8 8.7 
6 ee ae a a ee 869.1 6.9 
Westinghouse Electric ...............c.sceccseeseseeseees 484.2 2.1 
I I ile GDN cccnceccsencintcticinnincsscnseiness 27.4 12.3 
Youngstown Sheet & Tube ...................00000 146.0 5.5 





N.A.—Not available. d—Deficit. 


Quarterly Sales, Profit Margins and Earnings of Selected Companies—(Continued) 


1 First Quarter 1961- 
Net Net Net Net Net Net Net 
Per Sales Profit Per Sales Profit Per 
Share (Millions) Margin Share (Millions) Margin Share 
1.75 120.2 4.4 1.27 139.0 5.3 1.79 
1.10 115.0 5.1 88 126.9 5.5 1.04 | 
1.09! 45.62 9.92 1.792 32.0! 1.11 1.43! 
83 103.1 4.1 61 105.3 5.5 83 
70 212.1 7.6 70 234.3 8.2 7 
94 114.5 5.2 88 111.3 6.1 1.01 
1.06 114.5 8.2 77 137.3 9.6 1.08 
1.35 136.7 42 77 174.4 5.4 1.26 
72 9.3 2.2 28 21.8 3.7 1.11 
.82 327.7 2.1 87 219.4 2.2 .60 
52 48.0 43 31 55.6 6.9 59 
24 47.5 12.1 39 45.6 12.2 38 CO 
1.49 123.8 3.8 1.21 130.0 4.3 a7 
.80 304.1 9.0 .80 301.6 8.6 =m (UT 
24 14.0 2.0 06 19.7 9.4 AT 
29 90.8 2.3 46 115.3 3.1 78 
29 361.7 3.3 68 345.8 1.4 29 
.37 30.7 5.1 27 35.4 9.0 56 CO 
98 190.7 3.0 37 263.3 5.0 a4 
1.49 356.3 7.5 1.38 357.4 7.2 1.27 
72 122.0 4.8 60 262.9 46 ww | 
87 79.4 8.4 81 77.6 8.0 . a 
72 27.8 6 16 33.7 3.1 ) 
50 37.6 17.7 46 37.1 16.8 43 CO 
89 2,286.0 8.4 89 2,096.0 6.9 66 | 
98 708.7 4.5 AT 1,002.4 8.0 1.38 
29 436.1 2.8 25 495.0 4.2 59 
1.72 24.3 9.1 1.13 26.4 9.5 1.29 
2.34” 116.5 2.3 77 152.3 3.8 . aa 
112 weeks. : 
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position to improve on this quarter’s performance 
in each succeeding period for the balance of the 
year and into early 1962. 

Du pont also forged ahead of the first quarter of 
the year. Better sales to the auto industry more 
than offset weaknesses in the synthetic textile fields, 
raising profits to $2.15 per share from $1.85 in the 
first quarter. The weakness in synthetics, however, 
took its toll on margins compared with a year ago. 
Sales were actually slightly higher in this year’s 
period, but net income was a few pennies below the 
$2.22 per share reported a year ago. 

The shadow of the General Motors divestment 
still hangs over the stock of course, leading to dis- 
turbing uncertainty in the performance of the stock. 
However, the company’s business picture is excellent. 

Hercules Powder scored a strong gain over the 
first quarter, but also registered a unique major gain 
over the second quarter of last year. Per share net 
rose to 84¢ compared with 61¢ earlier this year and 
64¢ a year ago. Hercules, of course, is beginning to 
reap the major benefits of its rocket and missile 
fuel production, and hence seems on the threshold 
of a new period of earnings growth. This fine com- 
pany is very high in relation to current earnings, 
and appears to have discounted its potential a long 
way ahead, although it appears to have excellent 
long range prospects. 


Electronics Up 


The major electrical and electronics producers also 
participated in the second quarter upswing. Inter- 
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national Business Machines is in a class by itself, 
of course, and demonstrated that fact again by out- 
performing both the first quarter of 1961 and the 
second quarter of 1960. IBM, however, is of little 
interest to most investors because it would take an 
unrealistic jump in profits to justify the present 
price of the stock. 


General Electric, however, which was knocked 
down from almost 100 to just over 60 by the 
price-fixing case is another matter. Future lia- 


bilities connected with the conviction will pose a 
big question mark for a long time, but regardless 
of its troubles, management was able to keep its eye 
on business enough to score an improvement over 
this year’s first quarter. The 57¢ earned compares 
with only 48¢ in the first quarter and 66¢ in the 
second period of 1960. Hence, GE is in a good posi- 
tion to benefit from the expected improvement in 
demand for generating and other utility equipment. 

Westinghouse didn’t fare quite as well as GE, 
but it too scored an improvement in the second quar- 
ter, raising its earnings to 29¢ from 25¢ in the year's 
initial reporting period. However, the drop from a 
year ago was quite severe. More significantly, how- 
ever, profit margins at Westinghouse declined in 
the second quarter from the first, and were actually 
half of what they were a year ago. Under the cir- 
cumstances it appears that Westinghouse may still 
have another trying quarter to contend with. 

On the other hand, Minneapolis-Honeywell, which 
had been demonstrating some profit margin difficul- 
ties in the last few quarters, came through with 
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flying colors. The company’s earnings have been 
punished by the tremendous costs involved in set- 
ting up its computer and data processing operation, 
but there are signs that a turn for the better is in 
the making. 

Earnings rose to 83¢ a share in quarter just 
ended compared to only 61¢ in the first quarter of 
the year. The current earnings, moreover, are ex- 
actly the same as they were in the second quarter 
of last year—certainly a healthy sign in this year 
of invidious comparisons with a year ago. However, 
within the figures there are signs that profit margin 
problems still exist. Last year’s 83¢ was earned on 
sales of $105 million; this year’s were on a higher 
figure of $113 million. 


A Few Disappointments 


The overall comparisons with the first quarter 
are excellent, but here and there a glaring exception 
shows up. Polaroid, which has been one of the high- 
est of the high-fliers, stubbed its toe again in the 
second period. Although earnings were ahead of the 
very poor first quarter, they were 50% lower than 
in the second quarter of a year ago. Per share net 
equaled 24¢ in the latest period compared to 47¢ a 
year ago and 6¢ in the first quarter. 

In the opening months of the year Polaroid had 
troubles with a new camera and was forced to recall 
many of them from dealers’ shelves for repair. How- 
ever, the latest figures indicate that the period of 
enormous growth may have come to an end. For a 
stock selling at such an enormous price multiple, 
the market results of a slowdown in earnings growth 
could be disastrous. 

Radio Corporation of America also turned in a 
disappointing quarter despite indications that color 
television sets are finally beginning to sell in large 
numbers. Earnings just equaled the figures of a 
year ago, but profit margin illness, an old ailment 
at RCA, was in evidence. The same 29¢ a share this 
year and a year ago was scored on a $15 million 
difference in sales. Moreover, sales fell by less than 
$2 million to $360 from the revenues in the first 
quarter, but earnings dropped precipitously from 
the 68¢ of three months ago. 


Motors Snap Back 


Disappointment was not part of the automotive 
picture in the second quarter, however. General 
Motors failed to reach the $1.01 per share earned 
in last year’s scond quarter, but the 88¢ earned was 
a welcome contrast to the 65¢ a share shown in the 
first period of this year. Profit margins were almost 
back to where they were a year ago, but the increas- 
ing number of compact cars in the product mix kept 
total revenues down. 

The stock remains under the pressure of the 
Du pont divestment case. 

Chrysler also snapped back in the second quarter, 
earning 69¢ a share after an enormous deficit 
in the first quarter. Results are still in the red for 
the full half year, but by year-end the company may 
well be in the black again. The fourth quarter will 
tell the tale. Of perhaps greater importance for 
Chrysler, however, will be the effects of the recent 
managerial shake-up. Chairman Colbert has now 
been replaced—a result of the scandals that rocked 
the company a year ago. The upshot may be new 
blood for Chrysler, or-a period of prolonged con- 
fusion while the new management gets its bearings. 
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Our advice—avoid the stock for the time being. 

For the entire auto industry, the results of the 
current wage negotiations will play a big part in 
determining profits for the balance of the year. 
American Motors recently made news by proposing 
a profit sharing arrangement with the union, but in 
exchange wants a removal of the cost-of-living es- 
calator clause. The approach makes sense, but at 
this writing there is still no word of comment from 
the other car makers. 

American Motors also made a strong comeback 
from the first quarter, earning 43¢ against only 12¢ 
three months ago. Results are still running well 
behind a year ago, as the bigger companies have 
finally dented American’s dominance in the compact 
car field. 

Other Reports 


The oil companies generally continued the earn- 
ings recovery that began about a year ago. Standard 
Oil of New Jersey managed to equal the first quar- 
ter results, but topped last year’s second quarter by 
a wide margin. Per share figures were 89¢ this year 
against only 66¢ a year ago. Price problems still 
beset Jersey and the other international oils, but 
the greater emphasis now being placed on by-prod- 
a and marketing operations is beginning to bear 
truit. 

Phillips Petroleum, largely a domestic company, 
also matched the first quarter figures with 80¢ in 
each period this year. Price wars in the midwestern 
states cut into second quarter operations, which 
were still good enough to top the 76¢ earned in the 
same quarter a year ago. 

Among the industries not usually affected seri- 
ously by recessions, earnings results were almost 
unanimously good in the second quarter. General 
Foods earnings were slightly ahead of a year ago, 
and although they were below the first quarter that 
is the normal seasonal pattern. 

Gillette also had a small seasonal decline in the 
second quarter, with earnings easing to $1.02 from 
$1.08 a share three months ago. However, once 
again results were ahead of the year earlier since 
only 94¢ a share was earned in the second quarter 
of 1960. The success. of its new super blade, the 
high return on invested capital, and a successful 
acquisition program have all combined to make 
Gillette an extremely interesting company. 

If razor blades continue to sell well, so do ciga- 
rettes and other personal items. Both Liggett & 
Myers and Lorillard scored big gains over the first 
quarter of 1961, and the latter also topped last 
year’s second period by a healthy margin. The ris- 
ing number of teen-agers and young adults now 
comprising the population structure bodes well for 
the future demand for cigarettes. 

Scott Paper which also specializes in personal 
items such as cleansing tissues and paper towels, 
had a healthy second quarter. Operations dropped 
behind in the opening period this year, but in the 
quarter just ended Scott topped both the first and 
second quarters of a year ago. With 87¢ in the till, 
plus 81¢ in the first period, a new earnings record 
appears in prospect for the year, but the stock is 
already selling at a very high price-earnings ratio. 


Summary 
From the initial reports already in evidence, do- 
mestic industry scored an (Please turn to page 600) 
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Significant Invasion From Abroad ... 


FOREIGN COMPANIES 





BUYING and BUILDING PLANTS IN U.S.A. 


— Total investment now equals $5.5 billions 
By JOHN E. METCALF 


@ Evaluation of accelerated trend toward capital investment in American 


enterprise .. . 


including large scale real estate operations 


@ The foreign and domestic interests involved in these transactions . . . 
the various products produced . . . the technological advances they will 


bring to this country from abroad 


@ Significance of British ventures whose trading activities have been known 


for their shrewdness throughout the centuries . . 
and the activities of the other Western nations 
@ What it means for the U.S. in confidence . . . 


as a world trader... 


OST people would be quite surprised to find 

out that that uniquely American individual, 
the Good Humor ice cream vendor, is now working 
for a foreign-owned company. Unilever, Ltd., the 
giant Anglo-Dutch food and soap maker, recently 
bought Good Humor Corporation for about $8 mil- 
lion in cash. It knows the U.S. market well — its 
principal American subsidiary is Lever Brothers, 
which makes and sells, here, such household stand- 
bys as Rinso, Lux, Lifebuoy, and Spry. 

Foreign investment, like trade, is a two-way 
street. Although the U.S. had a near-monopoly on 
both in the immediate postwar years, we are again 
getting used to the idea of foreign competition in 
both overseas and home markets. The average 
American is more aware of foreign merchandise 
imports — like small cars and transistor radios — 
than he is of business capital imported from abroad. 
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. talian resurgence 
in inflationary expectations? 


Actually, European venture capital helped to estab- 
lish many of our early industries and to push the 
railroads westward across the continent. But the 
passage of time and the exigencies of war dis- 
sipated much of this investment. 


Renewed Capital Inflow 


In the last few years, however, there has been a 
renewed upsurge of investment interest in the 
American market among foreign companies. A host 
of new-comers from abroad are now joining such 
long-established manufacturers here as Lever Bro- 
thers, Shell Oil (subsidiary of Royal Dutch-Shell), 
and British American Tobacco Co. (maker of Kools, 
Viceroy, and Raleighs). Why this sudden influx? 

®» The apparently recession-proof pattern of 

American consumer spending has not escaped 

notice of alert company managements overseas, 
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nor have they been deaf to the booming U. S. 
market forecasts for the Sixties. 

> The gradual restoration of exchange conver- 
tibility in Europe since 1958 has eased the process 
of overseas investment for European companies. 

> Recent record-high levels of foreign ex- 
change reserves for most Continental countries 
have further encouraged capital outflows. 


The continued speed-up of global transport 


and communication and widening sources of in- 

formation are making businessmen more world- 

market minded. 

> Finally, Washington is now making an extra 
effort to attract foreign capital here to offset 
drains on the U.S. balance of payments and to 
bolster job opportunities in surplus labor areas. 

Foreign companies now have directly controlled 
investments in this country estimated at $5! bil- 
lion, nearly double the amount of a decade ago. 

Foreign ownership of U.S. securities totals about 
$10 billion more, while real estate and other hold- 
ings add another $114 billion, making total long- 
term investment here by foreigners approximately 
$17. billion at the end of 1960. 

In contrast, private U.S. long-term investment 
abroad was last reported at $41 billion, with about 
three-quarters of this in direct holdings. The most 
recent official figures on the international invest- 
ment position of the United States are shown in 
the accompanying table. 

West European companies account for about two- 
thirds of direct foreign investment in the United 
States. Stock ownership is heavily concentrated in 
two countries — Switzerland and the United King- 
dom, with much of the former under the trustee- 
ship of Swiss banks. Canadian holdings comprise 
most of the balance (see pie chart). 


European Industrial Giants 


Among recent corporate names in the U.S. news 
are some of Western Europe’s industrial giants. 


@ Montecatini, Italy’s leading chemical concern, 


International Investment Position of U.S. 
(Billions, of Dollars) 
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is entering the hotly competitive plastics market 
here with a $10-million polypropylene plant in West 
Virginia which will soon go into production. This 
versatile new synthetic will be marketed through 
W. R. Grace & Company. Just last month Monte- 
catini purchased a $6-million part interest in Min- 
erals & Chemicals-Phillip Corp. of Menlo Park, N.J., 
a company engaged in processing specialized non- 
metallic minerals. 

@ Olivetti, another well-known Italian company, 
— Europe’s foremost manufacturer of business 
machines — acquired the ailing Underwood Type- 
writer concern last year. Olivetti has brought in 
new management, cut production costs and raised 
output, and is making model changes that incorpor- 
ate the world-famous Olivetti flair for design. 


@ France’s three-century-old Saint-Gobain, 
Europe’s largest glass maker and now a leading con- 
cern in chemicals, plastics, and atomic energy as 
well, has numerous U.S. connections. Its $50-million 
glass plant under construction at Kingsport, Ten- 
nessee, will use the company’s revolutionary new 
process for simultaneous grinding and polishing of 
plate glass on both sides, thus considerably speeding 
production and cutting costs. In addition to having 
the controlling interest in American-Saint-Gobain 
Corp. (created in 1958 by merger between its form- 
er American subsidiary Blue Ridge Glass Corp. and 
the American Window Glass Co. of Pittsburgh, the 
French concern has a 25% holding in the Franklin 
Glass Corp. of Butler, Penn., and a 50% share in 
American Security Corp. of New York which licenses 
here the manufacture of Securit, the tempered 
safety-plate that Saint-Gobain pioneered 30 years 
ago. 

@The German successors to the I.G. Farben 
chemical cartel have been busily buying their way 
back into the American market. Most active has 
been Farbwerke Hoechst, which through its U.S. 
holding company, Intercontinental Chemical Cor- 
poration (New York), has acquired eight separate 
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U.S. chemical concerns since 1953 
which turn out specialties, dyes 
and pigments, photographic sup- 
plies, drugs, and synthetic fibers. 
Meanwhile Farbenfabriken Bayer 
is back in the U.S. drug, dyestuff, 
and photographic business (the 
latter through its Agfa subsidi- 
ary), and has established Mobay 
Chemical Company as a joint 
venture with Monsanto to pro- 
duce insecticides and plastics. 


—Based on 1959 data 
Total $16.7 Billion 


Long-Term Foreign Investments 
In The United States 











The third I. G. Farben heir, Badi- 
sche Anilin & Soda Fabrik, now 
controls Putman Chemical Corp. 
and is sharing a joint operation 
in the nylon field with Dow 
Chemical Co. 


Southern States Attractive 


ne 


Canada 


Latin 


Some of the largest foreign 
investments here have gone into 
the South. Britain’s mammoth 
Bowater Organization has spent 
nearly $120 million making its 
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Calhoun, Tennessee, newsprint 
mill the biggest in the United 











States. Highly gratified both 

by market prospects (the Calhoun mill’s output was 
sold 15 years in advance before construction was 
even initiated) and the relative speed with which 
southern pine replenishes itself, Bowater has now 
built another large pulp mill costing $37 million at 
Catawba, South Carolina, and a $7 million hard- 
board plant there as well. 

In Shelby, North Carolina, Fiber Industries, Inc., 
50% owned by Britain’s giant Imperial Chemical 
Industries, is now producing the synthetic polyester 
fiber Fortrel from the first unit of a scheduled $60- 
million investment. The ready availability of land, 
labor, and certain raw materials is a definite plus 
factor for the South. In addition, state bodies there 
have waged aggressive campaigns to attract new in- 
dustry. North Carolina even sent a 67-man delega- 
tion of businessmen on tour of Europe, led by its 
then Governor (now Commerce Secretary) Luther 
H. Hodges. 

Courtaulds, Ltd., the big British textile and 
chemical company, has a sizable rayon-staple plant 
at Lemoyne, Alabama, and another one in Canada. 
Just last month it acquired a 5% interest in the 
common stock of Koppers Company of Pittsburgh, 
a diversified producer of chemicals, tar products, 
and other items, in order that “areas of mutual in- 
terest” might be explored. Another British con- 
cern, Fisons, Ltd., with special interests in chemical 
fertilizer, recently acquired a stake in the Spencer 
Chemical Co. of Kansas. Also British is Borax Con- 
solidated, Ltd. of London which owns strategic 
borate mines at Kramer, California (20-Mule Team 
scouring powder and now missile fuels), and has a 
30% interest in the U.S. Potash Company. 


Other Companies Active 


@Philips’ Lamp, the large Dutch industrial com- 
plex, has a number of U.S. connections in electron- 
ls and drugs. It recently acquired the Thomson 
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Hayward Chemical Co. here and National Records 
Pressing, Inc. 

@The Swiss are represented by two drug com- 
panies, CIBA Pharmaceutical and Hoffman-La 
Roche. 

@Distillers Corporation-Seagrams, Ltd., a Can- 
adian corporation, has more than half a dozen op- 
erating subsidiaries in the U.S. that distill, blend, 
and market a wide variety of liquors. 

A comparatively new field for foreign venture 
capital here is real estate. The 79-year-old City Cen- 
tre Properties, Ltd. of London put up $25 million in 
1959 to become half-owner of what is intended to be 
the world’s largest commercial office structure—the 
57-story Pan American Building now slowly rising 
above the tracks at New York’s Grand Central 
Station. More recently a British syndicate has ac- 
quired a major equity in the Union Terminal pro- 
ject now underway in Chicago. Although American 
tax laws in general tend to discourage foreign in- 
vestment, the depreciation allowance on real proper- 
ty permitted here is somewhat more favorable to 
the investor than is the case in Britain. 

Although bankers and businessmen have noted a 
genuine pickup in interest about the U.S. among 
foreign investors, especially in Western Europe, no 
explosive rush is expected. Some moderate narrow- 
ing of the labor cost gap between the U.S. and 
European countries is taking place, particularly in 
relation to Netherlands and the United Kingdom, 
but other factors will be more decisive in the near- 
run. The shaping up of the European Common Mar- 
ket is the foremost matter of concern at present. 
As the internal tariff walls there crumble, a consoli- 
dation among major producers is bound to take 
place. Large new capital investment programs are 
being set in motion. Once these have been carried 
through, the U.S. market can expect greater atten- 
tion from European industrialists. END 
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‘Inside Washington 





TOTALLY unprepared for a war of any magnitude 
other than intense ground fighting in Europe, aerial 
set-toos in the skies adjacent to East Berlin, and 
forays at sea, tension (not especially visible in all 
quarters) grips the Nation’s capital at upper eche- 
lons. Two unanswered questions are in official 
minds: Has the President successfully called Mr. 
Khrushchev’s bluff? Or, is the Butcher of Budapest 
really ready to risk an all-out atomic holocaust that 
would set the world back 2,000 years? If the bluff 





WASHINGTON SEES: 


Kremlinologists, in addition to forecasting 
mounting Red-inspired disorders in Latin America 
between now and December, add that Moscow 
will also promote disorders in widely scattered 
portions of Africa and Latin America to divert 
world attention from Berlin. 

Despite Red China’s pressure on Khrushchev to 
“shoot it out” over Berlin, Peking’s influence over 
K. is somewhat on the wane because of some 
private misgivings as to Mao Tse Tung’s loyalty 
to Khrushchev as the absolute “monarch” of in- 
ternational communism. Red China’s strength is 
primarily manpower, but a manpower force she 
is unable to adequately arm. 

Khrushchev’s most serious problem is not 
China, but is to be found within his system of 
satellites—East Germany, Poland, Czechoslovakia, 
Albania, even the now extinct Baltic republics of 
Latvia, Lithuania and Esthonia. He is sure of loy- 
alties of the puppets he has installed as heads 
of the respective “peoples republics,” but is un- 
sure of civilian loyalties and loyalties of native 
armed forces in the satellite countries. 

Concentration upon military action against 
Berlin could readily touch off satellite revolts 
beyond the possibility of Russian control, while 
Yugoslavia’s Tito, commanding a first-class fight- 
ing machine, would surely side against Russia 
because of economic advantages gained since 
his break with Moscow. 
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BY “VERITAS” 


has been called, there still is little ahead for this 
country other than long years of tension, tightened 
belts and mounting deficits. 


MILITARY men, without faith in the effectiveness of 
diplomacy and negotiations with men devoid of re- 
spect for solemn and binding treaties or agreements, 
feverishly struggle to quickly build a defense 
machine that is now inadequate to our needs in 
anything more than a short “skirmish” in Europe. 
Russian troops in East Germany alone outnumber 
U.S. and NATO European forces by perhaps three 
to one—at least 1,000,000 more are in readiness 
and available by rapid rail and motor transport. It 
could be a steam-roller operation for the Reds, and 
this leaves us only the alternative of nuclear war- 
fare with consequent disastrous retaliation. It would 
be trite to describe the picture as grim, but grim 
is the best word in the circumstances. 


CONGRESSIONAL support of the President and the 
Free World is solid, too well known to be dilated 
upon in the space available. Bipartisanship is com- 
pletely a facet of the domestic front. And it is on 
this front that the President displays poor judg- 
ment, insisting that we carry on with the grandiose 
and costly welfare schemes—many of them now 
enacted into law—that have been sent to Capitel 
Hill since January 20. Next to our military unpre 
paredness, the President’s demand that we have our 
butter as well as our guns is the weakest link in 
our chain mail as we prepare for a probable duel of 
unprecedented ferocity. 


PUBLIC reaction to the President’s stance has been 
extremely favorable; at least it was at the outset. 
But the man in the street forgets, and all too soon. 
Initially, Congressional mail indicated the populace, 
faced with the realities of the situation, had tight- 
ened belts, declared itself ready to leave the butter 
in the spring house and spring to arms. In the short 
span of two weeks, Congressional mail showed an 
entirely different picture, again becoming loaded 
with demands for this, that or the other pork-barrel 
project. 
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Small Arms Bottleneck To Be Broken. That is the 
plan of Army, now pressing to fully equip 
ground forces with the M-14 rifle, most 
effective infantryman's arm ever developed. 
Using the 7.62 millimeter cartridge 
(standard caliber among NATO forces), the 
M—-14 has been in more or less spotty 
production for the past four or five years, 
so spotty that Army now has only about one 
rifle for each 14 men. To overcome the 
deficiency, production by two civilian and 
and one Army ordnance facility is now on 

a 24—hour basis, with negotiations under way 
for a third private manufacturer to get 

into the picture in a few weeks. There are 
other small arms deficiencies, but shortage 
of the M—-14 is considered the most serious, 
will get top procurement priority. 
Concurrent with M-14 production (and 
training in its use) will be manufacture of 
the 7.62 mm ammunition. The small arms 
problem is one which possibly accounts for 
some veering away from intensified missile 
development. It hopefully indicates expert 
opinion that if the Berlin issue erupts 

into a shooting war, it will be confined to 
ground action (with aerial support, of 
course), the nuclear weapons being held in 
leash by both sides. 



















































































Congress May Stay In Session Until January. 
Until the President's stiffening attitude 
on the Berlin crisis, Congressional leaders 
planned adjournment by Sept. 15 at the 
latest. That seems “out the window" now as 
Capitol Hill leaders of both parties sense 
the need for their presence to "meet any 
emergency." Now armed with all authority 
(and funds) he has asked, the President has 
indicated (but not openly) that he prefers 
the Congress to remain in session for the 
remainder of the year. He has not abandoned 
his hopes for continuation of his liberal 
AUGUST 
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TO PRESS 


domestic program, but many of the legislators 
(even the liberals) feel the need for a 
resurvey—possible curtailment or 
abandonment—of give—aways that are beyond 
our economic capacities if we are to 
effectively buck the Khrushchev designs. 
Money needed for the defense build-up has 
been appropriated. Should Congress decide 
that it can safely go home, about the only 
emergency power the President would need 
would be in spending for defense. This could 
be handled through two relatively simple 
steps: Congress could authorize an emergency 
discretionary (blank check) fund for the 
President; or, it could create a Government 
Defense Procurement Corporation with 
unlimited powers to borrow from the Treasury 
for defense purposes. This would be the 
so—called back door method, by—passing the 
appropriations process. The "blank check" 
system would establish a definite ceiling 
fixed by the Congress. 


Trans-Atlantic Air Cargo Service At All-Time High, 
Grows Rapidly. Annual package freight 
exchanges between U. S. and France alone now 
at rate of $1 billion (firm figures for 
other European countries not available) 
are expected to reach $1.5 billion by end 
of year. Although initially more costly 
than surface transport, the system has 
economic advantages that presage geometrical 
progression over the next several years. 
Savings come in reduced packaging costs; 
minimum of pilferage and breakage; faster 
capital returns; interest savings (air cuts 
investment from four months to four weeks) ; 
lowered inventory levels for both producer 
and buyer—manufacturer can minimize 
investment in testing foreign markets, 
buyers can reduce inventory capital tie—up 
by as much as 75% because of availability 
of rapid replenishment. 












Internal Security Harries Hush-Hush Agencies. 
Despite multiple checks by the Federal 
Bureau of Investigation, Civil Service 
Commission and other intelligence agencies, 
the more critical government departments 
have redoubled efforts to spot possible 
subversives within their employee ranks. 
Intensification came with recent disclosure 
that National Security Agency, super—secret 
Defense Dept. set—up, has fired 26 employees 
as security risks in the year since defection 
to Moscow by two employees familiar with 
supposedly closely guarded code systems 
and other details of NSA operations. A 
Congressional Committee is now working on 
hot clues indicating that disloyal employees 
in one, possibly two, Departments gave 
Castro tips on the timing and point of 
landing in the disastrous attempt of Cuban 
counter-revolutionaries to invade the 
unhappy island. 




















Fresh Assaults On FBI And HUAC In Making. 
Concurrent with the tense international 
Situation, certain "liberal" organizations, 
some of them with close Communist ties, are 
readying intensified attacks on the 
Federal Bureau of Investigation and the 
House Un—American Activities Committee. 
Unwittingly, two or three more or less 
respected civil rights organizations will 
front the campaign which will fail in its 
purpose of discrediting both FBI (especially 
Director J. Edgar Hoover) and the Committee. 
Both are fully prepared; both enjoy almost 
universal confidence of the people. Look for 
an especially bitter attack upon Mr. Hoover 
within a matter of three or four weeks, 
with perhaps one Congressman joining 
the cacophony. 


Top-Level Manpower Problems Beset The 
Administration. President Kennedy, who finds 
himself beset with a serious shortage of 
experts in the administrative field, has 
already appointed a special consultant on 
manpower recruitment. Crux of the problem 
lies in one or more areas. Capable business 
executives, because of conflict of interest 
attitudes of Congress, usually have to 
make substantial financial sacrifices when 
entering government service, in stock 
holdings as well as in direct remuneration. 
Further, there is all too often carping 
Congressional criticism of those in policy- 
making positions. In the upper professional 
and scientific echelons, compensation is 
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‘housing and laboratory facilities, but 


the road block. Even junior engineers and 
scientists can fare better in private 
industry and look forward to a more rewarding 
future than in government service where 
promotion and pay are still largely a 
rule—of—thumb routine set by the Civil 
Service Commission. The problem is of such 
concern that the President has been urged t 
ask special legislation to by-pass the red 
tape, and at the same time offer better 

pay that would be competitive with that 
offered outside government. 




















Government Secrecy Continues To Irritate Congress, 
Executive withholding of information, a 
campaign issue of 1960, has spilled over 
into the New Frontiers Administration 
although candidate Kennedy promised less 
secrecy, more candor. As a matter of fact, 
Congress finds information from the 
Administrative Agencies even more difficult 
to obtain, the Agencies finding it easier 
to withhold in the name of the intensified 
cold war. 




















Aid To Education Definitely Will Be Whittled. 

In addition to revival of the Conservative 
GOP—Southern coalition in the House Rules 
Committee which, by an 87 vote, gave the 
entire Federal education program a major 
set—back, .Congress—the issues of aid to 
religious schools aside—sees the program 
as too costly at a time when money is sorely 
needed for the defense build-up. Of a 
certainty, Congress will pass an educational 
aid bill of sorts—help for Federally 
impacted areas, long—term loans for college 


financial help for classroom construction - 
and teacher pay can be written off for this 


V 


Session, will be difficult to revive only 
in the next. aay 
ew 

dow! 

“Horse Trading” May Get Into Postal Rate Picture. Al 
Although Capitol Hill has evinced distinct = 
aversion to postal rate increases during one | 
current Session, a backstage move is afoot, tion’ 
sponsored (with Presidential approval) & 
by top Administration figures, to make a ently 
"deal" that would curtail portions of the meet 
domestic spending program in the area of a 
public works in return for increased postal arou 


rates. Congress won't go along without 
positive evidence of such curtailment, Th 
and then not until next Session. Viets 
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A First-Hand Report on... 





LATEST SHIFTS IN 
1961-62 DEFENSE EXPENDITURES 


— And who will get the orders 
By JEROME ELSWIT 


HEN we wrote in this space on May 6 that 
the new Kennedy arms budget represented 
only “a small down payment on future sizable com- 
mitments for conventional armaments,” there were 
few who realized how soon the bill for the nezt 
down payment would be presented to the Congress. 
And we said: “The trend is clear—the point of 
diminishing returns in the build-up of bigger stra- 
tegic nuclear forces is approaching.” That trend is 
one of the most salient features of the Administra- 
tion’s urgent request for an additional $3,454,600,000 
in new appropriations for the defense establish- 
ment. Those military planners who see the pres- 
ently-programmed nuclear arsenal as sufficient to 
meet any all-out war emergency, and who are 
acutely concerned over our ability to meet the more 
likely demands of limited and non-nuclear conflicts 
around the globe, are now in the ascendancy. 


A More Flexible Military Posture 


The emphasis currently is on deterring the So- 
viets from pressing the Berlin crisis to the point of 
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conflict, and if that deterrence fails, to be ready for 
anything, anywhere. The previous reliance on a 
massive nuclear counterstrike boxed us in a corner, 
made us inflexible, these planners feel. 

The Administration is also abandoning the theory 
that our side must use short-range, battlefield nu- 
clear weapons to equalize the Russian advantage in 
numbers. Part of the rationale for the renewed arms 
build-up is the need to make all U.S. forces com- 
pletely “dual capable”—that is, able to fight either 
with or without tactical nuclear weapons, in the 
hope of confining any conflict to conventional arms. 
This strategy, although seriously questioned in some 
quarters, requires a substantial build-up of conven- 
tional weapons to do the “equalizing.” 


The doubters fear that this would be a return to 
the Korean War “pickle”, where in effect we fought 
with one hand tied behind our backs. But those in 
command are determined to impress upon the Rus- 
sians our willingness to meet them in a wholly 
non-nuclear contest, to avoid precipitating the nu- 
clear - holocaust that could be accomplished with 
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present devices, to say nothing of even more lethal 
ones now on the drawing boards. 

All this is not to say that the U.S. is forswear- 
ing nuclear weapons, either tactical or strategic. 
They will be held in reserve for use if necessary. 
The nuclear weapons build-up set in motion over the 
last six years is to be carried through, but with 
some major modifications. 


Re-emphasis Upon Planes, Motorized Vehicles 


> What does this mean from the standpoint of 
the defense industry? With definite limits put on 
the big missile programs, the aircraft order curve 
will rise somewhat, reflecting the renewed emphasis 
on tactical air operations and troop transport. 
Wheeled and tracked vehicles, still the backbone of 
the ground forces, will play on increasingly impor- 
tant role, emerging from their eclipse since the 
Korean War. Conventional ordnance will be high- 
lighted once again. 


Additions to the Fiscal Year 1962 Defense Budget * 


(New Appropriations Requested) 


be spent—but the mobile railroad-launched version 
(American Machine & Foundry, ACF Industries) 
will probably be shelved permanently. 

The submarine-launched Polaris (Lockheed, Aero- 
jet, General Dynamics, Newport News Shipbuilding) 
will probably not be deployed to the extent of the 
45-boat force desired by the Navy. A total of 29 
boats have now been either built or put under con- 
tract, and Lockheed is working on two improved 
versions of the missile. A decision on the Army’s 
Nike Zeus anti-missile system (Western Electric, 
Douglas) still awaits field testing next year; but 
the system’s prospects look better since the coming 
of General Maxwell Taylor to the White House ag 
the President’s military advisor. 


Major Participants in Supplementary Procurement 


Just about half of the latest $3.4 billion supple- 
ment to the 1962 defense budget is for procurement 
of weapons, equipment and ammunition for non-nu- 
clear warfare. Of this $1.7 billion, 
a sizable chunk—$916 million— 
is earmarked for aircraft and 
small missiles. The orders will go 





as follows: 


Amended Budget, Amendment of 


Account May 26 July 26 New Total > Douglas: light Navy attack 

















plane, Honest John missiles; P 
Military P a, $11,995,000 $ 751,000 $12,801,000 3 : r 
Operation ond Maintenance 11,049,945 743,000 11,746,355 > Chance Vought: Navy jet 
Procurement 15,107,000 1,753,000 16,634,014 fighter; ® McDonnell: Navy jet 
—Procurement of Equipment and Mis- fighter ; » Grumman: antisubma- - 
yi siles, a | Rp (2,012,000) (552,000) (2,543,360) rine search plane; and Army sur- = 
rocurement irer a is- . . ¢ 
dea tasiy 2,192,000) (543,600) (2,691,760) veillance plane; Lockheed: ~ 
—Shipbuilding and Conversion, Navy (2,915,000) an (2,897,860)2 Navy patrol plane and Air Force | | 
—Other Procurement, Navy (704,000) (165,400) (855,320) and Navy transports, plus addi- : 
—Procurement, Marine Corps (203,000) (67,000) (265,940) tional facilities to increase next lion 
—Aircraft Procurement, Air Force .... (2,989,000) (211,500) (3,128,1284)* vel 


year’s Air Force buy of the C- 
130E transports ; ® Republic: Air 5 
Force tactical fighter-bomber. wil 

& Also, United Aircraft Corp.: to 


(403,256) 
(2,744,960) 
(1,103,374) 

4,845,300 


(298,000) 
(2,792,000) 
(1,002,000) 

4,790,400 — 


(82,600) 
(8,800)% 
(122,100) 


—Airlift Modernization 
—Missile Procur 
—Other Procur - 
Research, Develop., Test, Eval. ............+ 























$42,942,345 $3,247,000 $46,036,669 Navy helicopters, jet engines; for 
Civil Defense = 207,600 207,600 ® General Electric Company: jet |“ 
$3,454,600 $46,244,269 engines and Sidewinder air-to-air o 
*—£Excluding Military Construction, Mutual Assistance Program. missile ; > Bell: two types of - 
1_£xcludes $41.6 million to cover repair of fire damage to carrier. Army helicopter 8 ; > Beech Air- mei 
2_In addition, $225 million to be derived by transfer from funds appropriated in craft: Army utility plane; ® De- A 
previous years. Haviland of Canada: Army trans- m 
3Bullpup missile only; Falcon, Sidewinder missiles included in Aircraft Procurement port; > Kaman Aircraft: Navy - 
o_Sefloae changes made between the two dates as result of House action. Similar helicopters ; > Raytheon: Hawk oad 
changes reflected in other accounts, hence the two columns may not total out exactly. air defense missile and Sparrow Mo 
air-to-air missile; ® Martin and | 
Maxson Electronics: large quan- | *"® 
Improvements and new development in non-nu- tities of air-to-surface Bullpup missiles ; ® General ~~ 
clear weapons will also be pushed aggressively and Dynamics: Terrier and Tartar ship-to-air missiles; » 
result in changing procurement patterns. Tne De- ® Bendix: Talos ship-to-air missile; ® Hughes: cle 
fense Department is now deciding on the allocation Falcon air-to-air missile; ® Philco: Sidewinder | hig 
to the Services of the extra $122 million added to missile. was 
the 1962 budget for this purpose in March. The > The Army will reach its long-sought goal of | Chr 
over-all effect will be a broadening of the defense $2.5 billion for equipment modernization, with its | No. 
procurement field, with the next two years to see $552 million share of the increase. This will push | * ! 
both the virtual completion of the nuclear force and Army’s equipment total more than 40 percent above | #dd 
the build-up of the non-nuclear force carried on the amount first requested last January by the out- | for 
simultaneously. going Administration. x 
Missile Programs Near Peak Vehicle Companies Will Also Benefit go 
> In the ICBM field, the Atlas is now “over the The largest single category of increased funding | Plar 
hump”, with only about another $100 million to go. is tactical support vehicles ($175 million), including | at ¢ 
The Titan is now at its funding peak, and next year a very large number of trucks and trailers. Over chal 
the Skybolt air-launched ballistic missile (Douglas) $80 million was already provided in the Army Pa.) 
should reach that point. The Minuteman will be budget for 214- and 5-ton trucks alone. (The com- | Prox 
produced in quantity, with almost $2 billion still to parative size of this particular add-on, in view of less 
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the amounts set forth on previous 
Army “shopping lists”, raises the 
question of whether some consid- 
erations besides military ones 
were used in arriving at the new 
total, such as the depressed eco- 
nomic condition of the Detroit 
area. 

Be that as it may, such firms 
as General Motors and Interna- 
tional Harvester are expected to 
receive a significant share of the 
resulting orders, with strong par- 
ticipation by other major auto- 
motive manufacturers and truck 
trailer builders. GM’s order book, 
incidentally, stands to be fat- 
tened considerably with initial 
production orders for new self- 
propelled howitzers ($73 million) 
and new armored reconnaissance 
vehicle ($22 million), all devel- 
oped by Cadillac at the Cleveland 
Tank Plant. Some of these funds 
were added to the earlier budget 
in the May 25 amendment by 
President Kennedy. 

Manufacturers of engineering 
equipment such as tractors and 


*‘dozers —Caterpillar, Westinghouse-LeTourneau, 
Clark, etc.—will also enjoy the benefits of the new- 
est increase. The Marine Corps alone has $21 million 
extra for this type of equipment. Another $98 mil- 
lion in the Army portion is earmarked for combat 


vehicles. 


» FMC Corp.’s M-113 armored personnel carrier 
will get the lion’s share of this amount, to be added 


to $51 million already budgeted 
for it. FMC (formerly Food Ma- 
chinery & Chemical) is in a very 
strong position to benefit sub- 
stantially from the new emphasis 
on conventional warfare equip- 
ment. The M-113 is high on the 
Army’s priority list of equipment 
and is needed in large quantities 
for the revamped combat division 
structure planned for the future. 
Modifications of the basic vehicle 
are also being developed for other 
missions. 


> The only other combat vehi- 
cle in the original budget with 
higher funding than the M-113 
was the M-60 tank, built by 
Chrysler, tagged for $64 million. 
No new money for the big tank 
is indicated to be in the latest 
add-on. But there is $35 million 
for rebuilding a large quantity 
of older tanks and other combat 
vehicles, some of which may well 
go to Chrysler. Earlier Army 
plans to have M-48 tanks rebuilt 
at Government depots have been 
challenged by Rep. Dan Flood (D- 
Pa.) on the ground that Chrysler’s 
proposal for the same job was 
less costly to the Government. 
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Additional Aircraft to Be Ordered as Result of Latest 


Defense 


Budget Supplement 





Manufacturer Type 


Estimated 
Total 
Through 1970 


Estimated Amount 
In Budget 
Before Add-On 





1. NAVY—$281 million. 


McDonnell 
Chance Vough? 


F4H-1 fighter 
F8U-2N fighter 


$160 mil. (88 planes) 
$70 million (72 planes) 


275 more planes 
500 more 


IE ceicsctenastindsvedcersenseee A4D-2N attack —o- N.A. 


Lockheed 





P3V patrol 


Sikorsky (United 
Aircraft) 
ll. AIR FORCE—$241 million. 


Republic 
bomber 


C-130B, C-130E 


lll. ARMY—$36.7 million. 


Bell ... HU-1 helicopter 





GV-1 tanker 

HU2K-1 helicopter 
HSS-2 helicopter 
HUS-1 helicopter 


F-105D fighter- 


460 more 
200 more 
N.A. 

170 more 
182 more 
160 more 


$50 mil. (48 planes) 

$94 mil. (36 planes) 
ie 

48 planes 

42 planes 

70 planes 


$369 million N.A, 


$236 million N.A. 


$67.6 million N.A. 


H-13 helicopter —o- N.A, 


AC-1 transport 
AO-1 surveillance 
L-23F utility 


$30.2 million N.A. 
$48.8 million N.A. 
$1.8 million N.A. 





N.A.—Not available. 





Mathieson, 


Substantial new money is also being added for 
such unglamorous but vitally necessary items as 
conventional ordnance and ammunition—about $200 
million—which will show up in contracts for Olin 


Du Pont, and Hercules Powder. About 


$150 million more for battlefield communications 


equipment 


R.C.A., Collins Radio, 


is provided, to be supplied by such as 
(Please turn to page 600) 


What the Future Holds for Major Missile Programs 





** FY 1962 











+ Funding * Total 
Missile Contractors Program To Date To Completion 
AIR FORCE ——(Millions of dollars) ——_—— 
a Martin, Aerojet, Aveo .................. $1,129.8 3,616.0 4,200.0 
I sahicticiiiiteici General Dynamics, North American 201.6 3,782.0 3,882.0 
Minuteman .......... Boeing, North American, Thiokol, 
Aerojet, Hercules ....................00 990.0 2,068.0 3,900.0 
Hound Dog .......... North American, Prati & Whitney, 
SNE ccdesthenensncriepsocnenestninnscce 131.0 728.2 859.6 
en Martin, Thiokol; Maxson .............. 26.7 30.8 63.4 
NAVY 
Sparrow ............... UTI | cicsicncstntintnceestshintnclonsettines 37.8 466.5 716.0 
Sidewinder ......... Phileo; General Electric ................ 25.2 N.A. N.A. 
a General Dynamics .............0000000 N.A. N.A. 663.1 
Se General Dynamics .............00000000 45.3 200.8 494.9 
I ccaasinniieniainns SII” ceecsincinsiaahentnanencinecopnnnndenpbeinitins 36.8 316.0 572.0 
Bullpup ................ Martin; Maxson  .........sesseeeeseee 36.2 169.0 N.A. 
OS Sears IOOR, : cickinictnetietpenenieiepent 6.7 6.7 100.0 
 {_ =e Lockheed, Aerojet, General Electric 2,000.0a 6,000.0a N.A. 
MARINE CORPS 
_ _, UR IED. ~ acssdenenascdeseipiegumanbactans 10.0 150.0 N.A. 
Redeye ...........0000- General Dynamics  ...........0cc000 12.1 21.0 37.0 
Ee Raytheon ............ 120.7 679.7 854.7 
RE Nord (France) .. 9.8 N.A. N.A. 
Sergeant .............. BRINN ccccssienesercnentnenneet 93.6 N.A. N.A, 
eee General Dynamics  .............cs0000 13.0 N.A. N.A. 
Niko Hercules .... Western Electric, Douglas, Gen- 
Gat GRE. sedi ersaicnn 78.4 N.A. N.A. 
Honest John ........ Douglas, Emerson Electric ............ 16.7 N.A, N.A. 
Pershing  ..........+0« Martin, Thiokol, Bendix, Thompson 
Ramo Wooldridge ................0. 180.0 N.A. N.A. 





*~Estimated. **—Before july 26 add-ons. +—Incl. 1962 programs. 


a—tInc. submarines. 
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1961 MID-YEAR 
DIVIDEND FORECAST 





REALISTIC APPRAISAL OF THE 
CONSTRUCTION INDUSTRY 


— Looking to 1962 
By HOWARD NICHOLSON 


@ What gains for home building under long-term easy-money mortgages — 
outlook for industrial construction — how much stimulation by government 


funds for public works? 


@ Sales — and earnings-dividend outlook for the individual companies 


in various branches of the industry 


HE decade ahead probably contains all kinds of 
wonders in the building industry. The dream 
houses which are already being pictured in the slick 
magazines may come closer to reality, while public 
and industrial construction will continue to change 
the shape of the landscape. These intriguing possi- 
bilities entice the imagination. The investor, how- 
ever, must keep his feet planted solidly on the 
ground. Stock values depend primarily upon develop- 
ments of the next year or so, which it is possible to 
foresee with due margin of error. Speculation about 
more distant events is entertaining but unrewarding. 
Even before the Berlin crisis the recession was on 
the way out, and construction should now benefit, 


along with other industries. Nevertheless, indica- 
tions are that the important residential branch of 
this industry pretty well caught up with demand in 
1959, and an early return to peak levels cannot be 
expected. Industrial construction is more problemati- 
cal. Despite the recovery, excess capacity persists 
in most industries, creating little justification for 
plant expansion. The large supplemental military 
appropriation (of which details are given elsewhere 
in this issue) provides, of course, an indirect im- 
petus to industrial construction, but it is doubtful 
whether this will counteract the effects of over- 
capacity. 

The “gimmicks” like tax credits against construc- 
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Position of Leading Building Stocks 
Ist 6 Months ——ull Yeor————_ Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1960 1961 1960 1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price ~ 
———{Millions)——— % % bd 
ALPHA PORTLAND CEMENT... 18.4 16.4 8.0 6.9 .83 63 3.06 $2.66 $4.51 $1.50 36\4-22% 31 4.8% 
W.C. (mil.) ‘59—$9.8; ‘60—$9.1 
AMERICAN-MARIETTA CO. ..... 160.97 157.22 5.5 4.0 667 402 2.03 1.80 3.15 1.00 382-27 29 3.4 
W.C. (mil.) ‘59—$72.3; ‘60—$91.3 
AMERICAN SEATING. ............... 15.8 16.4 2.7 2.7 66 69 2.93 2.77 4.28 1.60 502-28 40 4.0 
W.C. (mil.) ‘59—$16.0; ‘60—-$16.1 
AMERICAN STANDARD ** ..... 235.2 227.2 2.3 19 46 37 1.80 1.11 2.48 1.20 16-11% 14 8.5 
W.C. (mil.) ‘59—$163.1; ‘60—$164.5 
ARMSTRONG CORK ................. 69.9 70.3° 5.4 5.3 755 715 3.68 3.07 5.36 1.60 6412-39 63 2.5 
W.C. (mil.) ‘59—$52.3; ‘60-$49.4 
BESTWALL GYPSUM CO. ......... 19.1 20.1 7.0 9.1 -66 .87 2.40 1.62 2.35 1 50 -33% ae _ 
W.C. (mil.) ‘59—$5.4; ‘60—$7.2 
CAREY (PHILIP) MFG. CO. ...... 31.6 30.7 3.3 3.6 1.05 1.11 3.26 2.36 4.85 1.60 36 -23 29 5.5 
W.C. (mil.) ‘59—$13.7; ‘60—-$18.3 
SIS 105.53 128.8% 49 2.5 4.723 1.413 3.62 2.03 5.61 1.60 49 -27% 41 3.9 
W.C. (mil.) ‘59—$113.8; ‘60—$110.6 
CELOTEX . 30.23 28.53 1.0 3.6 1.193 4.053 3.77 1.78 5.26 1.00 35¥e-20% 27 3.7 
W.C. (mil.) ‘59—-$20.6; ‘60—$19.8 
CERTAIN-TEED PROD. .............. 43.7 56.8 1.8 3.5 42 1.04 1.69 1.24 2.01 .60 642-11 52 11 
W.C. (mil.) ‘59—$23.3; ‘60—$22.7 
CONGOLEUM-NAIRN .............. 21.2 22.2 44.1 dos 4.71 4.14 45 4.38 82 — 13 - 7% 10 _— 
W.C. (mil.) ‘59-$21.4; ‘60—$17.7 
LES eee 137.5 142.7 1.5 1.4 82 1.29 4.03 2.98 4.22 2.00 6812-40 63 3.1 
W.C. (mil.) ‘59—$84.6; ‘60—$89.5 
RE 119.2 114.2 44 3.5 .80 56 2.41 2.01 4.22 1.20 38Ye-23'2 28 42 
W.C. (mil.) ‘59—$43.0; ‘60—$33.7 
GEN. PORTLAND CEMENT ...... 29.2 27.8 16.6 14.6 91 76 2.27 1.87 2.82 1.35 422-32 33 4.0 
W.C. (mil.) ‘59-$24.6; ‘60—$22.3 
en 145.8% 148.44 3.0 2.2 1.924 1.474 -3.31 2.90 5.98 2.00 45%-34'2 ae 5.0 
W.C. (mil.) ‘59—$58.2; ‘60—$59.7 
*—Based on latest dividend reports. 4_Deficit. 3_6 months ended April 30. 
W.C.—Working capital. 1_3% in stock. 4—9 months ended May 31. 
**_Amer. Rod. & Stand. Sanitary. 2—6 months ended May 31. 5—1st quarter. 
Alpha Portland Cement: Sales are expected to surpass the $43.5 mil- Carrier: Sales should rise and earnings surpass the $3.00 a share 
lion of 1960 and earnings could show a slight improvement over the level. Elliot Division expects to show a red figure again. Potential 
$2.66 a share of 1960. BI abroad is bright for air-conditioners. A2 
American-Marietta Co.: Proposed merger of company and Martin Co. Certain-Teed Products: Earnings were up 147% for the first half over 
has been agreed upon by directors and now awaits stockholder ap- comparable 1960 period. B81 
proval. Operations will be further diversified. B2 
Congoleum-Nairn: Prospects of substantial recovery for this smooth- 
American Seating: Largest manufacturer of public seating equipment. surface floor and wall covering producer appear remote over the near- 
Diversification and institutional construction should augment sales. 83 term. D4 
American Standard: Operations have been very active during recent Crane: The growth rate of this firm still remains somewhat up in the 
months as construction activity picks up. air despite recent acquisition. 
Armstrong Cork: The building products divisions has been doing very Flintkote: Some prospect of recovery in operations in 1961. C2 
well this year, indicating earnings above the $3.07 of 1960. 
General Portland Cement: This low cost producer should benefit from 
Bestwall Gypsum: One of the largest in the gypsum industry. Expan- increased highway construction although earnings are expected to 
sion should continue throughout the 1960's. 82 remain about the same as last year. 83 
Carey (Philip): Recovery in residential construction accompanied by Glidden: Management's recent aggressivenss in expansion could result 
further outlays for modernization should aid longer term growth. B3 in sales and earnings improvement in 1962. C2 
RATINGS: A—Best grade. 1—Improved earnings trend. 
B—Good grade. 2—Sustained earnings trend. 
C—Speculative. 3—arnings up from the lows. 
D—Unottractive. 4—lower earnings trend. 
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— — ———— | tion 
Position of Leading Building Stocks—({Continued) Pre 
: Ist 6 Months—————__ Full Year Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Shares Share Earn. Div. Range Recent Yield R 
1960 1961 1960 31961 1960 §8 1961 1959 1960 PerShare PerShare 1960-61 Price % : 
———(Millions)—— % % 1960 * sizer 
it e) 
JOHNS-MANSVILLE ................. $174.3 $173.0 7.7% 6.0% $1.59 $1.22 $3.73 $3.12 $5.06 $2.00 7472-4434 60 3.3% stru 
W.C. (mil.) ‘59—$98.1; ‘“60—$102.9 ; 
=i mar 
LEHIGH PORTLAND CEMENT... 42.4 35.2 7.1 2.2 72 19 2.24 1.83 4.86 1.00 3312-24 26 3.8 buil 
W.C. (mil.) ‘59—$16.3; ‘60—$16.8 as a 
LONE STAR CEMENT ................. 15.6 16.8 5.1 5.1 10 AW 1.83 1.51 2.57 1.00 3012-192 23 4.3 = 
W.C. (mil.) ‘59—$14.6; ‘60—$15.8 thi 
18 
MARQUETTE CEMENT .............. 22.0 32.8 155 11.8 1.27 1.13 3.55 3.51 5.09 1.80 6334-4012 55 3.2 resic 
W.C. (mil.) ‘59—$10.9; ‘60—$15.1 Jan 
MASONITE 52.22 51.52 65 4.0 2.182 1.322 3.59 2.76 5.42 1.20 3852-2634 29 4.1 repr 
W.C. (mil.) ‘59—$16.0; ‘60—$17.8 agal 
nn 
NATIONAL GYPSUA ............... 107.6 101.0 9.1 9.2 1.72 1.45 4.56 3.66 6.12 2.001 64%-49% 63 3.1 eth 
W.C. (mil.) “59—$62.8; ‘60—$73.5 
som: 
GTS TRAV ATGR cccceceerscensiccnsns N.A. N.A. NLA. NLA. 1.40 1.03 2.91 2.95 3.15 1.50 8012-36 80 1.8 rate 
W.C. (mil.) ‘59-$81.4; ‘60—-$92.7 ume 
PENN-DIXIE CEMENT ................ 23.1 22.5 9.9 7.9 82 64 2.84 2.26 3.33 1.40 33 -24 27 5.1 Tl 
W.C. (mil.) ‘59-$16.0; ‘60-$14.0 ately 
vide 
PITTSBURGH PLATE GLASS ...... 323.9 283.8 7.9 4.6 2.54 1.27 4.36 4.62 8.08 2.20 80%-55% 64 3.4 yt 
W.C. (mil.) ‘59-$159.5; “60-$191.2 Ris 
PRATT & LAMBERT ................... N.A. N.A. N.A. NLA. NLA. N.A. 5.49 5.20 6.28 3.25 71 -59'% 69 47 cal s 
W.C. (mil.) ‘59—$7.7; ‘60—$7.9 man 
RUBEROID 56.9 560 32 32 96 95 348 244 412 2.00 46%-31% 42 47 thei 
W.C. (mil.) ‘59-$32.5; ‘60-$33.5 om 
OW 
SHERWIN-WILLIAMS CO. ........ N.A. N.A. N.A. NLA. NLA, N.A. 6.62 6.04 7.58 3.00 158%-90 132 2.2 indu 
W.C. (mil.) ‘59—$98.4; ‘60—$99.7 Tl 
FR aniciceenetetnrctsiocrencesee 48.2 51.6 5.3 5.7 .97 1.11 1.80 2.52 3.80 -90 9134-45 83 1.0 man 
W.C. (mil.) “59-$31.9; ‘60-$34.6 figur 
UD. S. GUPBIIE CO. ccreoscorcsrsesese 133.0 128.2 140 13.0 2.29 2.05 5.70 4.71 5.87 3.00 116%2-85% 101 2.9 than 
W.C. (mil.) ‘59-$113.8; “60-$105.2 some 
ever 
Dh BCR ecctccsinstencovaprcitn 276.23 256.0 4.46 2.5 5.103 2.553 5.10 2.55 8.50 2.00 5334-4012 48 4.1 amo! 
W.C. (mil.) ‘59—$68.7; ‘60—-$94.3 hom 
YALE & TOWNE ...........cccccceeee 72.4 66.9 3.8 3.0 1.25 92 2.26 2.00 3.00 1.50 38 -26% 33 4.5 ‘ M 
W.C. (mil.) ‘59-$61.9; ‘60-$63.3 inte} 
*—Based on latest dividend reports. 1—Plus stock. 3—Years ended April 30, 1960 & 1961. _ 
N.A.—Not available. 2_9 mos. ended May 31. 41st quarter. uy 
Johns-Manville: Building and fiber glass products should improve firm's awarded a part of General Motors $200 million a year auto glass are 
position in the building trade over the longer term. A2 business. tain! 
. In 
Lehigh Portland Cement: Company can expect an average 2.5% - 3% Pratt & Lambert: H | 
annual growth factor over the next decade. Quarterly dividend reduced dividends. Paint pm gm ee tee, o wre lar: ‘ge 
to 25 from 30c. B3 
. . . P Ruberoid: A moderate recovery in sales in the second half of the cur- 
L Star Cement: Attract Fit lend peal to this well : - a. 
euputeted onaal eanieane sete tap hoger tenn. ‘ 2” ; mal eA = in some increase over $120 million volume Ot 
M jette C ¢ | i t rtati: led with good - ° 
pane ‘mae Pee ey ‘as Sun te Sie eee idee. BI —_ Sherwin-Williams: About 85% of the company’s paint output is used disci 
for maintenance purposes. An improvement in sales this year over the rov 
Masonite: The 30c quarterly dividend seems secure but earnings will $282 million of 1 appears likely. A2 D 
probably drop below the $2.76 of 1960. B4 $10,( 
. ‘ ; , Trane: Sales have increased each year since the mid-1940’s with a Thi 
National Gypsum: Company’s aggressive expansion program gives this hefty 22% increase in 1960. Management aims for a 10% gain in 1S 
stock an excellent long term growth appeal. B3 earnings this year. A2 rate 
Otis Elevator: A solid, well d establishment. Backlog of un- . S. Gypsum: This low cost producer should hold its dominant position for 
completed work is at an all-time high. Pinsetting business under con- in the gypsum building materials field with no trouble. Earnings upturn Th 
tract with Bowl-Mor is progressing most favorably. in the for the year. e 
Penn-Dixie Cement: A moderate advance in sales is forecast for 1961 U. S. Plywood: Sales are expected to rise 12% this year with earnings prov 
as a result of increasing highway construction. approximating $3.75 a share versus $2.55 last year. B1 tical 
Pittsburgh Plate Glass: Well-diversified operations although auto gla: Yale & T L stan 
sales are deeply in the ne y However, company oy hw this. uanabipiending an ae cron — — eae most 
RATINGS: A—Best grade. 1—Improved earnings trend. struc 
B—Good grade. 2—Sustained earnings trend. St 
C—Speculative. 3—arnings up from the lows. and 
D—Unattractive. 4—ower earnings trend. capit 
colle; 
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tion in excess of depreciation and life-time no-down 
payment mortgages are also likely to be of limited 


effect. 
The New FHA Bill 


Residential construction is usually heavily empha- 
sized in every analysis of the building industry, as 
it encompasses approximately 40% of all new con- 
struction activity. Many popular equities are pri- 
marily dependent upon trends generated in the home 
puilding field, while certain allied industries, such 
as appliances, furniture, hardware, and building and 
joan associations are also directly affected. 

Housing starts, the most significant barometer in 
this field, dropped sharply in 1960 to 1.26 million 
residential units from 1.53 million in 1959. During 
January and February of the current year (which 
represents, of course, a seasonally low period) starts 
again lagged behind 1960, but a moderate gain, be- 
ginning in March and so far extended through June, 
although still well below the 1959 level, provides 
some encouragement. May starts were at the annual 
rate of 1.3 million and indications are that this vol- 
ume may actually be slightly exceeded for the year. 

The role of government pump priming immedi- 
ately comes to mind. The recent FHA bill has pro- 
vided for 40-year mortgages with only nominal down 
payments on houses selling for less than $15,000. 
This law can properly be assailed on grounds of fis- 
cal soundness ; equities will be built up so slowly that 
many of the houses are likely to be abandoned by 
their “owners” after about 20 years, when deteriora- 
tion sets in. This observation is beside the point, 
however; the more direct concern to the building 
industry is the immediate stimulus it will provide. 

This is likely to be less than imagined. To be sure, 
many young couples may “buy” these homes eagerly, 
figuring that their monthly payments will be no more 
than rent, so they have nothing to lose. Others of a 
somewhat more responsible mind may hesitate, how- 
ever, to incur an obligation that will eventually 
amount to well over twice the cash value of their 
homes. 

Much evidence suggests that the role of credit and 
interest rates is exaggerated in determining the 
demand for residential housing. Generally, people 
buy homes when they need them, and credit terms 
are no more than a secondary consideration. Cer- 
tainly, there is still a visible need for new housing 
in many areas, but it is equally certain that the 
large post-war shortages have been satisfied. 


Other Features of the Law 


Other features of the Housing Act, less widely 
discussed, could have more important results. One 
provision authorizes home improvement loans up to 
$10,000, repayable at 614% over a 20-year period. 
This contrasts with a previous limit of $3500 at a 
rate of 9% with repayment over a 5-year period, 
for individuals carrying out remodeling projects. 
The new terms may, in many cases, make the im- 
provement of existing accommodations more prac- 
tical than the purchase of new units. Many of the 
standard building companies, of course, benefit al- 
most equally from improvement or from new con- 
struction. 

Still other features provide low-cost apartment 
and urban renewal financing, as well as additional 
capital over the next four years for hospital and 
college dormitories. Projects of this character are 
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more responsive to governmental prodding, and this 
part of the new law could induce a more definite up- 
turn in construction. 


The Shell Home Expands the Market 


While residential housing has so far remained 
primarily confined within traditional patterns, sev- 
eral important exceptions do exist. One, which has 
already approached substantial dimensions, consists 
of the prefabs. Another, still more recent, is shell 
homes. A shell home is basically a simple, rectangu- 
lar exterior including foundation, floors, windows, 
and siding, but without plumbing, wiring or interior 
sheathing. Installation of these items is performed 
by the owner on a “do-it-yourself” basis. This makes 
it possible to reduce labor costs drastically, and the 
price is usually held below $6000. A shell home is 
normally built by the contractor directly on the site 
selected by the purchaser. In 1960 some 60,000 shell 
homes were built, still only a drop in the bucket, but 
this number is expected to increase in 1961 alone by 
65%, despite obstacles represented by zoning and 
inspection laws in some areas. 

Shell construction will undoubtedly prove highly 
profitable for some builders, but at present it is still 
in a highly speculative phase. The number of small 
operators that have entered this field suggests that 
a weeding-out process must ensue before it really 
matures. 

Some of the larger companies have, however, al- 
ready been attracted into this field. These include 
Certain-teed and Johns-Manville. CIT Financial has 
also arranged an ambitious financing program— 
overcoming the usual credit difficulties in such 
housing—in collaboration with Certain-teed. To 
some extent, shell homes merely substitute for other 
types of housing that would have been built any- 
way, but they also tend to create a totally new mar- 
ket among persons previously unable to afford their 
own homes. 


Sources of Demand for Housing 


Demand for housing depends primarily, of course, 
on family formation. It is true that the first wave 
of war babies are just reaching marriageable 
age themselves and that family formation may 
therefore be expected to accelerate at an early date. 
It will, however, be several years before most of 
these new couples start having children. Moreover, 
a Federal Reserve Board study shows that more 
than 80% of the young married couples choose ini- 
tially to rent dwellings. This is part of the evidence 
that suggests only a moderate recovery in residen- 
tial building this year and next. 

Some lesser factors also contribute to housing 
demand, and these will be operable as usual. It is 
estimated that 300,000 housing units annually are 
depleted by fire, flood, storm and demolition. The 
rapid construction of new highways contributes, of 
course, to the latter factor. 

Still another, as yet minor but rapidly growing, 
factor is the demand for second homes—at lakes or 
in the country. Many such homes are now well 
beyond the category of shacks or cabins and are 
utility-equipped, all-weather houses to which, not 
infrequently, their owners plan to retire. 

The proposal for a large scale air-raid shelter 
program is still a question mark at this time, but 
if adopted it could obviously provide a strong boost 
to manufacture of cement (Please turn to page 603) 
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HOW MUCH RECOVERY 
FOR INDUSTRIAL MACHINERY ? 


By EDWIN CAREY 


@ Brings into clear focus the realism regarding changes in capital spending .. . 
the government's effort to spur activity in new plants and equipment 

@ Appraising avenues for domestic orders — outlook for foreign demand 

@ Discussion of individual companies — with specific comments and 
ratings — shows where dividends are secure — where vulnerable —those 


in the best position 


F the thousands of machine shops and metal- 
working plants all over the country, probably 
90% are family-owned and operated. In these small 
companies American ingenuity is at work every day 
devising methods to fabricate metal parts in the 
cheapest possible way. Such companies generally do 
not have the benefit of highly automated machinery, 
yet the small fabricator often gives the big operator 
a competitive run for his money. An interesting il- 
lustration is to be found in the following: 

Republic Aviation recently needed a small brass 
reinforcing part for a machine gun mounting, and 
they needed it in a hurry. This part was to be of 
simple construction, no more than 1% inch long, 
Y-shaped, and equipped with a removable pin. In 
bidding for the contract a family-owned company in 
the Bronx turned out to be low bidder, to the amaze- 
ment of everyone. A day later the owner and his 
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three sons were surprised when the production man 
ager of a large, publicly owned firm strode into 
their office. He put his cards on the table, disclosing 
the amount of his unsuccessful bid, against all ac 
cepted custom, admitting that he was no less than 
40% too high. He had worked out his cost esti 
mates carefully, programming most of the opera 
tions into a highly automated machine; it was his 
failure to compete closely after the heavy invest 
ment in the new machine that ruffled his patience, 
certainly more than the fact that he missed the 
contract. 

He hadn’t really expected that his small competi- 
tor would reveal the secret, and his blood pressure 
went up a few more notches when he learned that 
they intended to do the work on a standard type 
12-year-old milling machine. Their secret ? The owne? 
finally remarked later, “Well, just say that in mak- 
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Leading Machinery Manufacturing Companies 
Ist 6 Months— — — ——+Full Yeor————_Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Shares Share Earn. Div. Range Recent Yield 
1960 =: 1961 1960 =: 11961 1960 1961 1959 1960 PerShare PerShare 1960-6! Price % 
———{(Millions}—— %® % 1969 e 
AMERICAN MACHINE & FDRY $151.1 $246.1 7.4% 48% §$.71 $.70 $1.28 $1.53 $2.23 $.90 6350-24% 43 2.0% 
W.C. (mil.) ‘59-$72.6; ‘60—$80.8 
BABCOCK & WILCOX .............. 154.9 155.7 5.9 6.4 1.49 1.61 2.58 2. 88 4.40 1.40 52-27% 45 3.1 
W.C. (mil.) ‘59—$127.4; ‘60—$137.1 
Eee eee 88.8 86.0 3.0 7 1.41 35 3.12 2.21 4.09 1.40 53 -27% 37 3.7 
W.C. (mil.) ‘59-—$38.7; ‘60—$39.9 
BEOBS (BE. WW.) CO. .ncceccccsececccsess 42.1 38.3 2 2 68 72 48 1.40 2.99 .50 28 -12% 24 2.1 
W.C. (mil.) ‘59—$28.9; ‘60—$29.3 
BRUNSWICK CORP. ................. 136.0 143.7 6.8 7.6 56 65 1.70 2.28 2.51 .40 74%-21%4 51 7 
W.C. (mil.) ‘59—$90.3; ‘60—$138.8 
BUCYRUS-ERIE ..0.0.........seccceeees 3.4 N.A. 1.4 NA. 26 73 494 45.33 -— -- 25 -12% 19 -— 
W.C. (mil.) ‘59—$38.3; ‘60—$36.4 
pe ee 23.52 30.42 64 4.3 1 782 1 082 4.15 3.02 4.31 1.85 70'2—40 48 3.8 
W.C. (mil.) ‘59—$29.8; ‘60—$29.3 
CLARK EQUIPMENT .................. 107.9 91.0 3.7 3.9 84 75 2.61 1.41 2.05 1.20 46%-27'4 35 3.4 
W.C. (mil.) ‘59—-$49.0; ‘60—$48.9 
COMBUSTION ENGINEERING 121.3 140.1 1.9 2.2 72 -94 2.10 1.75 3.50 1.20 35-19% 31 3.8 
W.C. (mil.) ‘59—$69.0; ‘60—$71.0 
FAIRBANKS WHITNEY ............ 75.3 70.5 o 45 05 4.09 35 02 .60 — 14%- 5% 9 -- 
W.C. (mil.) ‘59—$74.7; ‘60—$67.2 
SE MUTI ectnssnceosedsnssane 79.9 95.8 1.5 1.4 1.85 1.97 9.01 4.32 6.70 1.00! 41%-24 37 2.6 
W.C. (mil.) ‘59—$26.5; ‘60—$26.7 
GARDNER-DENVER CO. .......... 41.3 41.9 8.8 7.9 1.61 1.43 3.75 3.12 4.09 2.00 57 -38% 51 3.9 
W.C. (mil.) ‘59-$46.2; ‘60—-$48.6 
INGERSOLD RAND ................. N.A. N.A. NLA. NLA 1.055 1.025 4.06 4.09 4.67 4.00 9134-65 89 44 
W.C. (mil.) ‘59—$87.7; ‘60—$74.6 
of 8 eee 75.8% 75.9% 44 3.7 1.80% 1.544 2.90 3.01 4.31 2.00 48 -29% 40 5.0 
W.C. (mil.) ‘59—$50.3; ‘60—$49.1 
SEIT cctimagpinenstiininindemantes 78.0 70.4 3.6 2.9 1.53 1.10 3.65 3.25 5.58 2.40 6134-43 53 4.5 
W.C. (mil.) ‘59—$49.2; ‘60—$52.9 
MESTA MACHINE .................... N.A. N.A. NLA. NLA. N.A N.A. 5.21 2.85 3.87 2.50 70%2-42\% 51 4.9 
W.C. (mil.) ‘59—$24.2; ‘60—$24.5 
UNITED ENG. & FDRY. ............ 33.5 40.7 7.2 6.4 95 102 2.38 1.93 2.52 1.00 22\-15%4 19 5.2 
W.C. (mil.) ‘59—$23.8; ‘60-$22.8 
UNITED SHOE MACH. ............. 25.23 25.55 8.4 7.2 898 773 452 4.39 7.% 2.75 764-50 68 4.0 
W.C. (mil.) ‘59—-$38.0; ‘60—$37.6 
WORTHINGTON CORP. .......... 94.7 90.5 4.0 3.1 2.17 1.61 4.81 4.42 6.56 2.50 674-412 59 42 
W.C. (mil.) ‘59—$75.2; ‘60—$76.0 
*—Based on latest dividend reports. 1_Plus stock. 49 months ended June 30. 
d—Deficit. 26 months ended April 30. —Ist quarter. 
N.A.—Not available. 31st fiscal quarter ended May 31. 
man- American Machine & Foundry: Shi mts to militory increase. Pin- and pumps, company is a speculation on ability of management to 
into | spotter shipments continue growth, at reduced rates. B-2 invigorate company. C-2 
i Babcock & Wilcox: Cost-cutting successful. Improved operating rate in Foster Wheeler: High overhead costs a burden for this producer of 
sing Tubular Division could lift earnings next year. A-2 heavy generating equipment, and profit margins may decline somewhat 
] ac Blaw Knox: Some recovery is possible later in 1961 with a pick-up in in 1961, suggesting slightly lower earnings. C-4 / : 
than steel operating rates and construction equipment. Gardner-Denver: Demand strong for new wire-wrapping machine. Earn- 
tie E. W. Bliss: Demand is improving for heavy metal forming presses. C-3 ings could be slightly better than last year. 2 
es’ Brunswick Corp.: Leveling off in demand for bowling pinsetters has Ingersoll-Rand: Follows trend of eps epunting. Has —y trade 
er ae depressed the stock, at least temporarily. B2 Stan Fe excess cash, and pays out most earn- 
DO myn or oe or DS Ht OE Joy Manufacturing: Substantial lift in demand for underground mining 
vest- loss in 1960. C-3 machinery not likely from evidence at hand. 8-2 
Chain Belt: Semmed Ser chain te t is diversified. Link Belt: Fine old company hoving trouble with cost-price squeeze. 8-2 
once, A rise in demand for construction i = help. 8-2 Mesta Machine: Lift in steel operating rates would help. 8-2 
the Clark Equipment: Moderate recovery from last year’s depressed earn- United Engineering: Highly dependent upon demand for finishing equip- 
ings likely. Brown Trailer should do better this yeor. B-2 ment for the steel and, to a lesser extent, nonferrous metals, paper, 
oe ‘ rubber, and plastics industries. Good dividend yield. 8-2 
ti- g: large producer of steam generating equip: 2 : ‘ ‘ : 
pe ment, has ine long-term outlook with somewhat higher earnings United Shoe Machinery: Has substantial foreign interests and is ex- 
sure possible in 196] over 1960. B-1 panding industrial lines outside of shoe machinery. 
that Fairbanks Whi : New management took over in 1958 and changed Worthi : Lower profit margins on domestic shipments still a prob- 
type name from Penn-Texas Corp. Producer of machine tools, diese! engines lem, but foreign earnings show promise of further growth. 2 
wner RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. ko Sernings up from the lows. 
nak- B—Good grade. D—Unattractive. 2— Sustained earnings trend. 4—Lower earnings trend. 
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ing the small part no one else thought of a way to 
mill eighteen foot strips of brass, then slice off the 
Y-shaped parts.” The automated machine could do 
a fast job milling each individual part, but creative 
ability found an easier way. 

Making the old machine do is an old story. Per- 
haps it’s part of Yankee ingenuity. Surveys made 
by the American Machinist estimated that 62% of 
all machine tools in place at the beginning of 1961 
were at least ten years old. In 1949 the ratio was 
43%. This situation developed into an issue during 
the recent presidential campaign, the Kennery camp 
saying that the machinery in American plants is in 
deplorable condition and that the new Administra- 
tion is going to do something about it. 


This Effort to Spur Capital Spending 


It is, of course, difficult to bring about an increase 
in capital spending for new plants and machinery 
when excess capacity exists in just about every in- 
dustry. (It is estimated that in the quarter just 
ended the entire economy operated at a shade over 
75% of capacity, while several major industries, 
including steel, operated at around 60%.) Even 
though new labor-saving machines are more effi- 
cient, manufacturers are naturally stubborn about 
increasing their capital budgets when they have 
idle machines around the shop gathering dust. 

The proposed Kennedy plan is to step up capital 
spending by offering a tax credit as a reward to 
companies that increase their outlays. This, of 
course, would reduce government tax revenues, and 
because of this, prospects for the bill now before 
Congress seem doubtful. In the light of the July 25 
address to the nation on the Berlin crisis, the re- 
quested $3.5 billion increase in the armament budget, 
and the strong hint that Kennedy will request a tax 
increase next January, measures tending to reduce 
government revenues may not receive strong sup- 
port in Congress. However this tax-incentive bill 
does have tentative approval of the House Ways 
and Means Committee and was clearly a cornerstone 
of the New Frontier. 


Details of the Government Proposal 


Essentially the proposal is to: (1) Allow a write- 
off as extra depreciation allowance an amount equal 
to 15% of any new investment in plant and equip- 
ment beyond the depreciation charges currently al- 
lowable. (The remaining 85% of these new capital 
outlays would come from retained earnings or some 
type of outside financing.) (2) A further tax credit 
is proposed of 6% of capital expenditures that ex- 
ceed one half of the present allowable depreciation 
charge. (Since most companies already spend more 
than one half their depreciation allowance, the bene- 
fit would be widespread even though capital spending 
continued unchanged.)- (3) A minimum credit of 
10% of the first $5,000 spent on new investment 
would be granted. 

These proposed benefits would be available only 
for capital equipment purchases made in the United 
States and could provide an estimated 8% across- 
the-board tax credit or a $1.7 billion “shot-in-the- 
arm” to the capital equipment producers. 

Aside from the implications of further imbalance 
in the national budget, some economists question 
the bill on other grounds. If excess capacity is a real 
problem in this country—leading to overproduction 
during economic upswings followed by inventory re- 
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cessions—will not further additions to excess ca. 
pacity only add to the problem? Some blame the 
1958 and 1960 recessions on the splurge of plant 
expansion between 1955 and 1957. It is true that one 
of the symptoms of a recession is a depressed ma- 
chinery industry, but in curing the symptom let’s 
not forget the patient. 

In Kennedy’s own camp Senator William Prox. 
mire for one (D., Wisc.) stated publicly that the 
plan is unwise and that he will vote against it, con- 
sidering that tax revenues should not be reduced 
in a year of deficit spending. 

Higher depreciation is eventually needed for in. 
dustry, as the United States is well behind European 
countries, and in this regard at a basic competitive 
disadvantage. Many industry leaders feel, however, 
that the timing of capital outlays should be left to 
the companies involved, and that capital spend- 
ing should occur only when product demand calls 
for it. 


Capital Spending Now Improving Moderately 


Total capital expenditures for plant and equip- 
ment amounted to roundly $35.7 billion in 1960, de. 
clined to a $34.4 billion annual rate in the first 
quarter of 1961, and declined again in the second 
quarter to an estimated $33.8 billion rate. (The 
record high was $37 billion in 1957 and the recent 
low $30.5 billion in 1958.) The decline in the 1960 
recession was the least severe of any post-war re- 
cession. Signs of slow recovery from the rate in the 
second quarter of 1961 are indicated, and it is 
thought that the final 1961 figure will be close to 
$35 billion, certainly not an overly depressed figure 
compared with the record high. 

However, the machine tool industry, a small seg- 
ment of the overall capital goods picture, has been 
in a depression ever since late 1957 when shipments 
fell from $845 million that year to $411 million in 
1958. The slight recovery since then, to a present 
operating rate of about 60% of capacity (annual 
shipments of somewhat over $500 million), was 
made possible largely by an increase in foreign 
demand. 

Producers continue to emphasize the advantages 
of new labor-saving machinery and automation, but 
a sustained upward trend in new orders (especially 
domestic) has not developed so far this year. After 
months of sideways movement at a low level some 
enthusiasm developed with a moderate gain in do- 
mestic new orders for metal cutting tools in March 
to $41 million from $28 million in February, but the 
decline back to $32 million in April was discourag- 
ing, and domestic orders merely held about even in 
both May and June at $31 million. New orders for 
export also showed a declining trend through May, 
but in June they jumped almost 100% from the 
May level to roundly $20.6 million (equal nearly to 
24 of domestic orders). The economies abroad—es- 
pecially in Europe—continue to boom and a spill- 
over of machine tool business is coming to the 
United States. (In all of 1960, new orders for foreign 
delivery amounted to 22.4% of total U.S. orders, 
both domestic and foreign, but in June the ratio hit 
40%.) If it were not for the rise in foreign business 
the machine tool industry would indeed be in the 
doldrums today! On an overall basis shipments for 
the first six months of 1961 amounted to $2446 
million, down somewhat from $264.5 million during 
the first half of 1960. 
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Leading Machine Tool Companies 















































W.C. (mil.) ‘59-$31.2; ‘60-$19.8 


Ist 6 Month: —Full Year————_ Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Shares Share Earn. Div. Range Recent Yield 
1960 1961 1960 1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price % 
—{Millions)—-_ % - 1960 0Ctss* 
BLACK & DECKER ................. ~ $44.82 $48.57 9.1% 7.2% $1.782 $1.682 $2.23 $2.38 $2.91 $1.60 71%-35\e 60 2.6% 
W.C. (mil.) ‘59-$25.9; ‘60-$28.8 
SREIIEET TIED: cpetsensesacinaiitignecnnnes 3.83 5.13 415.6 3 d.g23 033 43.54 4.47 56 _ 19%-10% 14 _ 
W.C. (mil.’) ‘59—$6.5; ‘60—$6.5 
CHICAGO PNEUMATIC TOOL. 44.6 40.8 10.3 8.8 1.05 82 2.09 2.13 2.61 1.20 384-22 32 3.7 
W.C. (mil.) 59-$50.8; ‘60—$55.5 
CINCINNATI MILLING MACH. 59.9 N.A. 1.5 NLA. 49 99 1.11 1.52 3.70 1.60 494-2612 40 4.0 
W.C. (mil.) ‘59—$46.3; ‘60—-$43.5 
CERI) CED... cccccerscccrsscrnseee 72.41 69.91 646 6.4 1.29% 1.211 2.17 2.23 4.59 1.50 44%4-28% 40 3.7 
W.C. (mil.) ‘59—$35.7; ‘60—$34.3 
MONARCH MACHINE TOOL... 5.2 46 3.0 3.6 37 Al 44 99 1.62 40 19%-1134 16 2.5 
W.C. (mil.) ’59—$6.4; “60—$7.0 
NATIONAL ACME ................... N.A N.A. N.A. NLA. 1.68 1.28 3.47 3.55 4.34 2.50 59%2-40 52 48 
W.C. (mil.) ‘59—$24.0; ‘60—$24.1 
SUNDSTRAND CORP. ............... 21.43 16.98 3.7 1.46 513 173 = =2.36 1.23 3.73 1.00 2856-16 22 45 
W.C. (mil.) ‘59—$22.3; ‘60—$23.0 
UNITED GREENFIELD CORP. .... 26.9 21.2 6.4 3.0 1.10 Al 1.75 1.55 2.41 1.10 20 -15% 16 6.8 





*—Based on latest dividend reports. 
d—Deficit. 
N.A.—Not available. 


1_4 months ended May 31. 
2__9 months ended June 30. 
31s? quarter. 





Black & Decker: New power hand drill with self-contained energy cell 
eliminating need for electric cords has long term potential. B-2 
Bullard: Redesigned product line of heavy duty machine tools, especially 
automatic lathes, may help prospects of highly cyclical co. C-2 
Chicago Pneumatic Tool: Earnings disappointing this year, but shipments 
of small tools should pick up with an improving economy. -4 
Cincinnati Milling: Earnings improving from last year's depressed level 
with better product mix and some price increases. -1 


Ex-Cell-O: Expected lift in defense business could help while shipments 
of leased dairy equipment should grow at moderate pace. B-2 


Monarch Machine: Producer of engines and special-purpose lathes used 
for mass production, follows trend of capital spending. 


National Acme: Largest producer of multiple-spindle automatic screw 
machines used for mass production. Good record. 


Sundstrand: Produces special-purpose machine tools and hydraulic equip- 
ment for aircraft industry. Developing new type transmission system. B-2 


United Greenfield: With some improvement in metal-working trades 
sales of consumable tools should trend higher. However, earnings lift 
— a Fe enough to offset poor first quarter—thus do well to equal 














C—Speculative. 
D—-Unattractive. 





RATINGS: A—Best grade. 
B—Good grade. 





Modest Recovery for Machine Tools? 


It does appear from scant evidence that some 
modest recovery in domestic demand is in store for 
many types of machinery and machine tool produc- 
ers during the balance of 1961. Certainly no boom 
is in sight. With a generally improved economy and 
a higher trend of industrial profits an increase in 
capital expenditures sometimes follows as a natural 
course. Demand for assembly line tools, including 
compressors, has already improved somewhat and 
some producers have successfully increased prices 
by 5% to 10%, which, however, only partly offsets 
rising costs of the last few years. Some stimulation 
has also come about from the expected pick-up in 
military orders with emphasis now being placed on 
conventional arms. 

The aircraft industry, a heavy consumer of ma- 
chine tools during the 50’s, cut back its need for 
mass production tools with the switch to missiles 
from manned aircraft. Now, with renewed Defense 
Department emphasis on manned aircraft and abil- 
ity to wage limited war, these large customers may 
return to the market for certain machine tools for 
high-speed assembly line work. It appears that the 
Defense Department will have an added $3.5 billion 
to spend, due to the Berlin situation. 
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2—Sustained earnings trend. 


3—Earnings up from the lows. 


1—Improved earnings trend. 
4—Lower earnings trend. 





It is also expected that new tooling in the auto 
industry this fall will moderately help the demand 
for machine tools, as the auto companies have re- 
vised their capital budgets upward from last year, 
one as high as 20%. 

However, the appliance makers, another key mass 
market for machinery, have considerable excess 
capacity, and may for the time being stay away 
from the capital equipment market regardless of 
possible government incentives. While the opinion 
is sometimes offered that highly competitive indus- 
tries, such as appliances, are in great need of labor- 
saving devices and should therefore be large buyers 
of automated machinery to cut costs, even though 
unused machinery is at hand, this possibility is 
sometimes overemphasized. 

Expected higher rates of steel production will 
increase demand for consumable parts and machi- 
nery, such as the huge rolls that must continually 
be replaced at rolling mills, and produced by such 
companies as Blaw Knox, Mesta Machine, and United 
Engineering. However, a general expansion of the 
steel industry, especially of finishing capacity, is 
needed to substantially improve the outlook for 
these companies. Some of the automated machinery 
for finishing operations is truly amazing. For exam- 
ple, only a handful of men (Please turn to page 601) 
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MECHANIZED FARMING 


1961 MID-YEAR 
DIVIDEND FORECAST 
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GROWTH 
IN FARM EQUIPMENTS 


By RICHARD RIPLEY 


@ The farmer transformed into a businessman — new and changing economics — 


mass markets to capital goods 


@ Rationalizing the weather — crops — and farm machinery 
@ New horizons and opportunities — domestic and foreign 
@ The “Big 9” and the thousand short line companies — where they stand 


HE largest single industry in the United States 

and the world is agriculture. It uses more steel 
than the automobile industry and is the largest pur- 
chaser of petroleum products. So states the 1960 
annual report of Allis-Chalmers, the fourth ranking 
domestic producer of agricultural equipment. It is 
indeed ironic that investor interest in this major 
industry should be so strongly concentrated on the 
possible implications of the Western drought at this 
time. Of all the problems that beset mankind, few 
are as sure to improve over a relatively short span 
as bad weather. 


How Important Is Weather? 
William A. Hewitt, president of Deere & Co., re- 
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cently said, “Farm machinery doesn’t sell very well 
when crops are poor.” The effect of the present 
drought in the Great Plains of the United States 
and Canada will no doubt be poor crops and reduced 
demand for some types of farm equipment. Deere & 
Co., the leading domestic farm machinery company, 
and Massey-Ferguson, a Canadian company ma- 
neuvering for third rank in U. S. sales along with 
Allis-Chalmers and Ford’s Tractor Division, have 
already announced recent production cutbacks. But 
the problems and challenges facing this important 
industry extend to vastly more complex situations 
than the perennial problem of weather. Further- 
more, to some extent at least, the changes that have 
taken place in the agricultural equipment market 
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Position of Leading Farm Equipment Stocks 



















Full Fiscal Yea Cash —Ist 6 Months— 
Net Profit Net Per Earn. Net Per Price Div. 








Net Sales Margin Share ror Indic. Share Range Recent Yield 
1959 1960 1959 1960 1959 1960 Share Div. 1960 1961 1960-61 Price % 
——-(Millions)—— % % 1960 1961 












ALLIS-CHALMERS octeiesheentachinnytie $539.6 $530.0 4.2% 2.0% $2.47 $1.12 $2.16 $1.00 $.83 $.50 40 -22 ‘ 25 4.0% 
W.C. (7) ‘59-$290.9; ‘60-$280.0 











OP ea 200.51 127.0! 3.1 — 1.751 414,321 — — 43,792 dgs2 22%- 7% ss =- 
w.c. (7) oaronrs 60-$10.7 

















CATERPILLAR TRACTOR ........... 7423 7160 62 59 168 41.54 2.60 1.00 74 99  39%-24 37 287 
W.C. (+) ‘59-$166.0; ‘60-$154.1 

I NN rol acernwicessckrebess 542.51 46851 89 3.7 17.231 2571 5.11 2.00 1.202 2.452 62%-38% 51 3.9 
W.C. (+) ‘59-$319.4; ‘60—$276.7 


























INTER. HARVESTER .................- . . 5.6 55\4-38% 
W.C. (+) ‘59-$633.9; 60-$638.3 
MASSEY-FERGUSON ................. 4755 4904 44 26 1.65 97 =: 2.63 .40 552 452 (14%- 8% 10 0s 40 
W.C. (+) ‘59-$174.8; ‘60-$175.5 




























28\4-17 













MOTEC INDUSTRIES ................. ‘ . 6.0 
W.C. (+) ‘59-$40.8; ‘60-$35.9 









WHITE MOTOR .............ccccc0e0e0 > P . . ‘ > . 2.00 
W.C. (*) ‘59-$99.5; ‘60-$139.4 


67%4-36 















W.C.—Working capital. 1_Year ended Oct. 31. 
t—in millions of dollars. 2—6 mos. ended April 30. 
*—Based on latest dividend. 36 months. 

d_Deficit. 


















Allis-Chalmers: Company is active in farm machinery, construction, road operations ranging from steel production to missile parts. Truck °- 
building machinery and electrical equipment fields. Declining profits in duction is most important = ny activity (much of which is sold to 
the last named division account for the lower profit trend and necessi- farmers), but farm implements probably contribute greater relative 
tated recent dividend cut to 25¢ quarterly. C4 profits. B2 




































































Case (J. 1.): One of the larger producers of a general line of farm M y-Ferguson: a C di leads in world-wide sales of 

equipment as well as crawler tractors. Erratic earnings record, with farm equip t. C y is diversifying into industrial machinery and 

deficit in fiscal 1960 and first half of 1961. Dividend omitted on both office equipment lines and tightening up financial and inventory con- 

preferred issues. Common stock highly speculative. C2 trol for better profit margins. 81 

Caterpillar Tractor: primarily the dominant producer of earthmovi ei d 

machinery. Has about 50% of its sales overseas. Earnings could comb on ae sone in 1961 from 2256 - Pg Fo yy oo e 

$1.65 level. A2 financing subsidiary and introduced new tractors, while the new 

Deere & Co.: now ranks number one in industry sales since it overtook president is specializing in dealer relations and marketing. C2 

International Harvester in 1958. Operations are more completely dom- P on . . 

inated by the agricultural market than other major companies. White Motors: through acquisition of Oliver, ranks seventh in farm 

equipment field. Company hes lar new tractors and plans to con- 

International Harvester: ranks second domestically and overseas in centrate overseas scales in South America where competition may be 

farm machinery but is an integrated industrial empire in itself with less keen than in Europe. Earnings could reach $4.00 this year. 82 

RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 3—arnings up from the lows. 
B—Good grade. D—Unattractive. 2—Sust g trend. 4—lower earnings trend. 
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in the past decade and those that are likely to take a share in 1960 from the $5.66 a share earned in 
place in the future have mitigated even the short- 1959. Deere’s earnings dropped to $2.57 from $7.23 
run effects of weather. in the same period. It is evident that, as a leading 
It is not often remembered, for instance, that both financial analyst pointed out recently, “The farm 
1959 and 1960 were drought years. But in 1959 machinery cycle and the farm income cycle do not 
farmers were still able to increase total crop acreage necessarily coincide.” 
and yield in the face of serious drought conditions. What are some of the factors leading to this ap- 
ell | While total crop production that year matched the parent lack of logical connection between weather 
ent § all-time high set in 1958, farm gross income was and crop production, and farmers’ gross income? 
ites F lower only because of reduced prices. Still, the agri- One factor is, of course, prices. When crops are poor, 
ced cultural implement makers reported their best post- prices tend to rise and likewise when crops are good, 
e& | war year, with record profits. prices tend to fall. Governmental policies are also 
ny, During 1960 over-all production rose to slightly important factors. For instance, when land is idle 
na f above the 1959 levels and gross income improved under the acreage retirement program, crop condi- 
ith } over the 1959 level to reach close to $38 billion. tions are proportionately less important, but farm- 
ave § Despite this improvement in crop production and ers will have substantial increases in their dollar 
3ut gross income, 1960 was the least profitable in fifteen income. 
ant years for the equipment makers. Sales dropped What factor it is precisely that motivates the 
nS Ff almost 25% in the U. S. market compared to 1959, farmer to spend part of his income for equipment 
er | and earnings also slipped badly. For example, earn- still eludes the students of farm economics. Cer- 
ave § ings of International Harvester, the second largest tainly the availability of income for equipment pur- 
ket | domestic farm equipment producer, slumped to $3.40 chases is vital. Perhaps a clue to this riddle can be 
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found in the statistics which reveal the changes 
that have taken place in our domestic farm economy 
in the past decades. 


The Changing Farm Economy 


While the population of the United States has 
increased from 132 million in 1940 to T78 million 
in 1959, our farm population has decreased from 
30 million in 1940 to 16 million in 1959. During 
the same period the number of farms has dropped 
from 6.1 million to 3.7 million, while the average 
size of farms has increased from 174 acres to 
302 acres. 

At the same time the investment for each farm 
and each farm worker has increased sharply. In 
current dollars the investment per worker rose 
from $3,413 in 1940 to $21,303 in 1960. This prob- 
ably represents a greater investment per worker 
than in industry. 

@ An increase in the number of farms producing 
a gross annual income of $10,000 or more has also 
taken place. These farms now account for 74% of 
all major farm purchases. 

@ The American farmer, primarily by using ma- 
chinery, has increased his output per man-hour at 
a rate of 6% a year for the past ten years, a rate 
more than twice as fast as industry. 


Consequences of Mechanization 


The mighty array of mechanized equipment on 
U. S. farms represents a huge capital investment. 
The Farm Equipment Institute in Chicago believes 
that agriculture will continue to furnish a capital 
goods market of $3.5 billion to $5 billion a year. In 
order to better protect his capital investment and 


to utilize it to the utmost, the farmer has become 
a specialist. The farmer who is buying an $8,000 
tractor or an $18,000 cotton-picking machine is also 
going to use a sharp pencil to justify his purchase. 
One natural effect is that a vastly increased pro- 
ductivity brought about by one piece of equipment 
will require complementary equipment investments 
to obtain maximum economic advantages from the 
original purchase; for example, large-scale harvest- 
ing machines will require related processing and 
storage equipment. 

The farmer as a businessman will therefore be 
much less concerned than formerly with short-term 
conditions, whether they be economic or weather. 
The Georgia chicken breeder who buys $150,000 
worth of equipment and the Iowa corn-belt farmer 
with a $100,000 investment in equipment have be- 
come important capital investors. 


The Thousand and the Nine 


These dynamic changes in the American farm 
economy have important implications both for the 
farm equipment companies and for the investor in 
these stocks. 

There is a natural tendency to think of the farm 
implement industry in terms of tractors and com- 
bines. The huge farm equipment market,’which is 
itself cultivated by over a thousand manufacturers, 
is in fact spread out over many thousands of items. 
These range from milking machines, incubators, 
silos, crop dusting equipment, grain dryers, and 
automatic feed wagons to the more commonly 
thought of plows, cultivators, hay rakes, and plant- 
ing and seeding machines. 

Companies such as Aveo, Sperry Rand, A. O. 


$90 


Smith, Budd, and Borg Warner, which are rare} 
thought of in terms of this industry, have important 
stakes in the business, and Caterpillar Tractor stij 
has part of the farm market for power driven ma. 
chines. Some of the other short line companies ip 
the field include Dura Corp., formerly Detroit Har. F 


vester Corp.; Lamb Industries, which among othe ' 


activities produces sugar-cane cultivating and har. 
vesting equipment; Athey Products; Jacobsen Man. 
ufacturing; Motor Wheel; Pittsburgh Forgings; 
Behlen Manufacturing, which has sales in farm 


machinery and steel buildings ; Gehl Brothers Many. fF. 


facturing; Soss Manufacturing; Economy Baler Co,; 
Tractor Supply Co., which offers a selection of spare 
parts and accessories in fifty odd retail outlets coast 
to coast, down to such obscure companies as Therma 
Dynamics, Inc. 


Even among the nine major full line companies villi 


which it is estimated do about 65% of the total 
North American agricultural equipment business, 
two are not ordinarily thought of in terms of the 
farm market. Ford is the second ranking automo. 


bile company and ranks fifth among the major farm 
tool makers, while White Motor, the truck manu. § 


facturer which last year acquired Oliver Corp., now 
ranks seventh in the farm implement industry. 
Of the remaining seven major companies only 


Deere, Massey-Ferguson, J. I. Case, and to a some. } 


what lesser extent, Motec and Cockshutt Farm 
Equipment, Ltd, are still primarily farm equipment 
manufacturers. The smallest of the big nine is Cock- 
shutt, a Canadian based company. J. I. Case is 
ranked sixth in sales and Motec, formerly known 
as Minneapolis Moline, ranks eighth in sales. About 
35% of second-ranking International Harvester’s 
total 1960 sales of $1.7 billion was made up of agri- 
cultural equipment, the balance being largely trucks 
and other industrial equipment. The largest part of 
Allis-Chalmers sales is electrical equipment in which 
the company ranks third behind General Electric 


and Westinghouse. About a third of the company’s § 


1960 sales are estimated to have been agricultural fF 


equipment. 
New Machines, Markets and Methods 


Perhaps the most important trend in the indus- 


try is that farm machinery has been getting fewer 


in numbers, larger, and much more complex. The §.. 


result has been not only greater productivity for 


farmers, but also a greater capital cost to produce « 


these new machines. To quote Mr. Hewitt of Deere 


& Co. again, “The ante to stay in the game has gone }_, 


up, but the payoff for those who can stay also will § 


increase.” 
Lower unit volume has required the farm equip 
ment companies to put a greater emphasis on such 


things as mechanized crop and feed handling sys- |. 
tems and other ancillary equipment. There is an § 
increasing trend to “applying the systems engineer- 


ing concept to farm machinery,” as Curry W. Stroup 
of Avco’s New Idea Division has urged. The major 
tractor manufacturers have also been giving greater 
attention to the large potential market that exists 
outside the United States. Draft animals are still 
used on most farms in Africa, Asia, and Latin 
America. Europe is still a growing market for farm 


equipment. Domestically, the industry has been §,.. 


streamlining its credit operations, which have be 
come increasingly important as the capital cost of f 
farm equipment has mushroomed upward. 
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rarely A Case of What Not to Do 


ortant} jn 1957, J. I. Case merged with American Tractor, 
Tr still producer of small crawler-type vehicles, and 
N M&Bioreby became one of the leaders among farm 
1€8 MB yipment makers in the move toward diversifica- 
jon into industrial machines. Subsequently the com- 
any revamped its wheel tractor lines and came out 
th the larger, more powerful types now in de- 
and. For two years sales and profits increased. 
ken in 1960 the company reported a deficit of 
4432 a share. The overly enthusiastic sales tech- 
jgques of President Marc B, Rojtman (replaced in 
t Co; 90) had built up large dealer inventories which 
Spare fuse carried on credit. The result is, as the new 
Coast President William J. Grede said, “Case has been on 
he edge of a crisis for two years.” The company 
~w owes a group of ninety banks more than $100 
pillion. 

Most of the other full line companies have now 
€88, | ome out with new larger tractors and do not intend 











rings; 
farm k 















f the}. make the mistakes which were made at Case. 
OM Deere & Co., making a particularly intensive effort, 
farm introduced in the fall of 1960 a completely revamped 
1aNu Be of tractors and implements. Other than the in- 






meased power requirements, mandatory because of 
y he need to be able to haul and operate a host of 
only Bow and bigger hydraulic attachments, the new 
omé- Buchines also feature such items as power brakes 
nd steering, automatic gearshifts and even a pos- 
~ ure seat designed by Dr. Janet Travell, President 
ock- Kennedy’s official physician. 


The Dealer and the Credit Subsidiary 


The tribulations which J. I. Case has undergone 
nt only suggest that farm equipment can no longer 

















“a sold by razzle-dazzle, but more importantly that 

* of he <y equipment company’s credit operations are 
: rrucial. 

mo The major farm implement manufacturers record 

ny’s es on their books as made to their domestic 

a iealers. However, since they carry the dealer in- 





entory as receivables until it is actually sold to a 
farmer, and also extend credit to the dealer for 

je-ins as well as to the farmer for his purchases, 
it is evident that the gap between sales and actual 

come can be critical. But the increasing cost of 
farm machinery and its consequent statys as capital 
quipment has made credit financing an essential 
mrt of the industry for all of the top equipment 
manufacturers. 

The dealer organization is similarly of the high- 
st importance, not only for original equipment sales 
uit also because it is through the dealer that the 
quipment manufacturer participates in the very 
profitable business of providing service, parts, at- 
ahments, and modifications. It is also the dealer 













uip- 
uch 








= upon whom falls the burdens and opportunities of 
ser. POViding “systems engineering” for the new busi- 
oup hessman-farmer. 

jor Foreign Operations and Markets 

ter 





If the market outlook for farm equipment in the 
orth American continent continues to have a large 
tential, the opportunities in Europe and the rest 
if the world are even more outstanding. The Euro- 
pean farm is becoming “tractorized” at a very high 
speed, while the surface has scarcely been scratched 
in the undeveloped countries Asia, Africa, and Latin 
merica. In Asia, for example, the man-hours re- 


ists fh 
still 
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SALES OF FARM MACHINES * 


— In Thousands of Dollars — 
1958 1959 





























Plows and listers ...........:0i..000 57,290 60,732 49,171 
Harrows, rollers, etc. .............. ~ 81,674 95,564 71,079 
Planting, seeding, mach. ........ 86,830 98,839 80,926 
Cultivators and weeders nies 45,872 38,577 
Sprayers and dusters .............0+ 39,251 34,329 
Harvesting machinery .............. 280,366 316,069 275,861 
Haying hinery 145,890 140,282 117,367 
Other ........ 86,601 90,866 68,499 
















Total 813,199 735,809 


* Includes value of complete units and attachments, but excludes 
value of parts. 


887,475 






















quired to produce an acre of crops are about 50 times 
greater than in North America. 

The opportunities for mechanization are obviously 
very great. Although most of the major companies 
have some kind of overseas non-European organiza- 
tions, such as dealers and subsidiaries and even 
some plants, the emphasis is being placed on Euro- 
pean business. This is primarily because the de- 
mand exists in Europe in contrast to the merely 
undeveloped opportunity in most other countries. 
The European market for farm machinery last year 
amounted to an estimated $1.4 billion, an impressive 
figure even when compared with the North Ameri- 
can market of about $2 billion. In fact, about three- 
quarters of the Free World’s output of wheeled 
tractors was produced in Europe last year. 

The type of farm equipment desired in Europe 
is, however, very different from most North Ameri- 
can machinery. The small fields and much more in- 
tense cultivation require tractors and equipment 
generally smaller than even the smallest of the 
domestic models. Because of this, American farm 
equipment producers have been establishing Euro- 
pean manufacturing facilities at a fast clip to meet 
these requirements more efficiently. 

Massey-Ferguson has long been the leader in 
overseas sales, and is considered to be the world’s 
largest producer of both tractors and combines. 
Perhaps 60% of the company’s sales are outside the 
North American continent. Massey is the largest 
single factor in the French equipment market, with 
International Harvester ranking third behind the 
government-operated Renault company. In Britain, 
Massey and Ford share 80% of the tractor market, 
while Massey itself dominates the British combine 
business. The German market is primarily satisfied 
by indigenous companies but Massey, Harvester and 
Deere all have important positions. 

The other North American companies are also 
all attempting to increase their share of the Euro- 
pean market. Motec has a Turkish plant, while 
Deere, Allis-Chalmers, and Case are trying to gain 
footholds in such countries as France, Spain and 
England. 


The Promise of the Future 


The dynamic changes in the agricultural ma- 
chinery industry which are changing it into a capital 
goods service industry offer investment and specu- 
lative opportunities. The overseas markets, still 
relatively untapped, add further potentialities. Any 
fundamental change naturally brings problems but 
the industry can look confidently toward the future 
and its opportunities. END 











inside The Market 

Stock groups performing bet- 
ter than the general market at 
this writing are principally air- 
crafts, automobiles, coppers, elec- 
tronics (following large prior re- 
action), finance and small-loan 
companies, dairy products, gold 
mining, food brands, food stores, 
department stores, bank and in- 
surance issues, shipbuilding, 
steels, textiles and tobaccos. 
Groups currently showing less- 
than-average strength include air 
transport, building materials, 
chemicals, drugs, baking, meat 
packers, liquor and soft drinks, 
motion pictures, paper, publish- 
ing, railroad equipment, shipping, 
sugars and sulphur. 


Semi-War Economy? . 


If you look at the newspaper 
headlines, you see emphasis on a 
stepped-up defense program. 
Brokers are talking about a semi- 
war economy and giving tips on 
various “defense” stocks. But if 
you look only at the market, what 
you see is pretty much “business 
as usual.” Sure, some presumed 
beneficiaries of increased defense 
spending are at new highs, but 
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there is strength in a much great- 
er number of stocks which have 
no direct relation to defense 
spending. Utilities and most other 
income stocks are faring well. 
You should continue to stress in- 
vestment quality, earnings trends 
and sound valuations of earnings. 
Stock of companies mainly de- 
pendent on Government contracts 
are basically speculative and al- 
ways will be. Among them, we 
vrefer issues of broadly diversi- 
fied companies which cannot be 
hurt too much by cancellation of 
any one major defense contract. 
One such issue is Bendix Corp., 
well managed maker of a very 


American Enka 





broad variety of defense and cir 
ilian products. Earnings for 
fiscal year ending September 
may be a little under the pri 
year’s reduced $4.88 a share, 


they could readily reach a ne 
peak above $6.00 a share. 
$2.40 dividend provides a 
yield and the stock is reasonab 
priced around 66 in a 1959-1% 
ranage of 88-5614. 


Electronics 


Dreams of steady growth ¢ 
profits for years to come in th 


eR SALTS 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1961 1960 


24 weeks June 18 $1.37 





Peoples Gas Lt. & Coke 


12 mos. May 31 4.45 42 
Querter July 1 .87 83 








Scott Paper 
Dr. Pepper Co. 


6 mos. June 30 44 Al 





MacAndrews & Forbes 
Phough, Inc. 


Quar. June 30 75 48 
6 mos. June 30 1.23 





Champlin Oil & Refining 


6 mos. June 30 Ps] 





Year May 31 3.04 





Pillsbury Co. 


Quar. June 30 1.14 





Continental Steel 
Stokely-Van Camp 





Year May 31 1.46 
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electronics field have been blasted 
by profit shrinkage in a number 
of instances where keener com- 
petition and some price cutting 
have developed. Following wide 
decline, the stocks are having a 
good rally at this writing. Al- 
though increased defense spend- 
ing will aid these companies, a 
rebirth of the general market 
boom in the stocks appears un- 
likely. Too many sophisticated 
holders will prefer profit taking 
on rallies to further long-term 
buying on dips. No stock in this 
feld was more popular than 
Texas Instruments—while profit 
was gaining spectacularly. Earn- 
ings rose each year, from $0.40 
a share in 1954 to $3.91 in 1960. 
But there was a moderate year- 
to-year shrinkage in the 1961 
first quarter, and full-year earn- 
ings may be in the range $3.40- 
$3.60. People in the know began 
reducing holdings some time ago. 
The stock reached a high of 
25614 in mid-1960, at which point 
it was selling around 65 times 
earnings. At its recent low, the 
stock had fallen to 13714. It has 
rallied to around 158 at present, 
with the valuation around 45 
times likely 1961 earnings. Since 
recent results indicate that sus- 
tained profit growth can no long- 
er be counted on, the valuation 
looks hich to us. If that is so for 
one of the best stocks in the field, 
what is to be said for others on 
which earnings are making a 
poorer showing? 


Steel Stocks 


The steel stock is also having 
a good rally. It could go further. 
But stepped-up defense spending, 
business revival and a sizable 
coming interim recovery in earn- 
ings will not change the fact that 
there has been a basic change for 
the worse in the investment sta- 
tus of the stocks. They gained 
strongly in favor through most 
of the postwar period when the 








Superior Oil 
Great Atl. & Pacific Tea 





Great Northern Rwy. 





Beech Aircraft 





Mead Corp. 





International Shoe 





Piper Aircraft Corp. 





Bliss & Laughlin 








Libbey-Owens Ford 





Cessna Aircraft Co. 
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industry was able to raise its 
prices more than enough to cover 
rising costs — when every new 
round of wage boosts brought a 
prompt general price boost. Free- 
dom to raise prices adequately 
has been lost under new condi- 
tions. There is excess capacity, 
more competition from other ma- 
terials and competition from im- 
ports, whereas the industry was 
formerly an exporter of steel. At 
about 6.20 cents a pound, average 
prices of: finished steel have been 
unchanged since the present wage 
contract was effected in 1959 and, 
in fact, since the autumn of 1958. 
Under this contract, par-ton costs 
have gone up over $4.00. They 
will rise another $2.00 or so a 
ton when the contract’s third- 
stage wage boost takes effect Oc- 
tober 1. Selective and limited 
price increases are possible, but 
not sure, and may be scattered 
over a period of some months. 
That prospect contrasts sharply 
with the last previous general 
price boost of $4.50 a ton made 
in. the forepart of 1958 when the 
industry was operating at only 
60% of capacity. In our view, 
steel stocks are now trading me- 
diums — not stocks to buy and 
hold “for the longer term.” 


Oils 


After an extended period of 
inferior market behavior, oil 
stocks fared better than the mar- 
ket from around mid-1960 into 
the forepart of this year. After a 
subsequent larger-than-average 
reaction, they remain appreciably 
under the year’s high at this 
writing, and current performance 
rates as no better than average. 
At least moderate 1961 earnings 
gains are still expected in most 
instances, but, with few excep- 
tions, earnings will remain under 
earlier peak levels. Institutional 
and other informed investors are 
apparently disinclined to reach 
very far for oil equities, and may 





DECREASES SHOW IN RECENT EARNINGS REPORTS | 








1961 1960 
Quer. May 31 $10.06 $14.37 
13 weeks May 27 58 61 
6 mos. June 30 29 1.32 
9 mos. June 30 64 1.38 
12 weeks June 11 59 71 
6 mos. May 31 67 1.41 
9 mos. June 30 75 2.72 
6 mos. June 30 69 1.66 
Quar. June 30 .93 1.12 
9 mos. June 30 1.46 1.96 








do some selling on whatever fur- 
ther rally develops. This is not a 
“growth” industry as it was for- 
merly. Excess supply, whether 
actual or potential, has become a 
chronic problem. Partly due to 
poor Spring weather in some im- 
portant areas, U.S. consumption 
of gasoline in the first half was 
down about 1% from a year ago. 
Higher gasoline prices are needed 
and are being cautiously put into 
effect by some. companies in some 
areas — with a wary eye on pos- 
sible anti-trust attack by the 
Department of Justice. Benefit of 
the 2714% depletion allowance 
for tax purposes is not indefinitely 
assured. The trend toward econ- 
omy automobiles, requiring less 
gasoline per mile, is an adverse 
factor. The future “revolution” 
in car engine design seems to 
have no place to go except to- 
ward further economy, perhaps 
to engines using kerosene or diesel 
fuel instead of gasoline. In this 
situation a prominent institu- 
tional “expert” on oils has come 
up with the suggestion that the 
industry should do more to pro- 
mote travel by cars — while the 
fact is that auto travel for so- 
called “pleasure” becomes steadi- 
ly less attractive because of great 
and increasing highway conges- 
tion. Good oil stocks owned at ad- 
vantageous prices remain worth 
holding. But investors buying at 
present prices are unlikely to get 
rich; and those expecting ap- 
preciation even moderately above 
average could be disappointed. 


Strong Stocks 


Individual stocks pointing up- 
ward at this writing include 
American Tobacco, Armstrong 
Cork, Associated Dry Goods, As- 
sociates Investment, Boeing, Con- 
tinental Can, Champion Paper, 
Ekco Products, Grumman Air- 
craft, Goodyear, Koppers, Lock- 
heed, Macy, Mack Trucks, Olin 
Mathieson, and U.S. Rubber. 


Lagging 

Market behavior of the follow- 
ing stocks is unimpressive: Chain 
Belt, Collins Radio, Ampex, Co- 
lumbia Broadcasting System, 
Conde Nast, Corning Glass, Mc- 
Graw-Hill, Endicott-Johnson, 
Owens-Illinois Glass, Pittsburgh 
Plate Glass, Container Corp., Fe- 
nestra, Ferro Corp., Filtrol, Foote 
Mineral, General -Portland Ce- 
ment, General Time, International 
Paper, Kaiser Aluminum, Kress, 
Lehigh Portland Cement, Maso- 
nite and Outboard Marine. END 


593 














Business 











INTERESTING TO 
NOTE — Sharp di- 
vergence between 
industrial output 
and underlying busi- 
ness trends in early 
1960, denoting heavy 
accumulation of in- 
ventories, 
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THE BUSINESS FORECASTER OF PRODUCTIVE ACTIVITY 
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* Latest figures are preliminary. 


\V ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 


be dropped and new ones substituted, in order to more aecu- . 


rately forecast developing business trends. 
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(1)—Seasonally adjusted except stock and commodity prices. 
(a)—Computed from ¥. W. Dodge data. 
(b)—Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state. of our 
economy. The Trend Forecaster line does just that. When it 
changes directions up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. 
When particularly favorable indications cause a rise that 
exceeds plus 3 for a period of time, a strong advance in gen- 
eral business is to be expected. On the other hand, penetra- 
tion of minus 3 on the down side usually precedes an im- 
portant contraction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


The leading indicators have continued to inch up 
this Summer and the Relative Strength Measure is 
now closely approaching the significant plus 3 level. 
In the latest month, six indicators moved higher 
and only two declined, namely stock prices and lia- 
bilities of business failures (inverted). Stock prices, 
however, rose sharply in late July and early August 
and may well show an uptrend for the whole of this 
month. Indicators which moved higher in the latest 
month included new orders (reversing an early Gov- 
ernment estimate which showed a decline), housing 
starts, at their highest level since December, 1959, 
nonresidential construction contracts, which snapped 
a long period of decline, hours worked, which were 
at their highest point in more than a year, new 
incorporations, now in a definite uptrend and raw 
industrial materials, which were recovering from 
their June spill. 

On the basis of current projections, the Relative 
Strength Measure reached the 2.9 level in July, indi- 
cating further business improvement for the bal- 
ance of this year. A rise above the plus 3 level would 
signify a more robust rate of rise for the economy. 
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BUSINESS ACTIVITY 
. F i M.W.S. index (1935-1939-100) 
a | AEN +h RO Rh TI 
a 330 
- CONCLUSIONS IN BRIEF LG 
oly Mw 
ine PRODUCTION—Holding up rather well during the sum- | 32° ‘ 1 A T So. 
150 mer doldrums, with exception of autos, where model % J; ny H 
140 changeover have slashed output. Look for resumption 2 2 
130 of the advance in production next month as auto makers - ," Vai Katee 
120 gets back into high gear on new models. % ry ei be ; 
ne TRADE—Consumer spending in gradual uptrend, with 300 . ros 4 
100 both nondurables and hard goods benefitting from im- r Hi 
90 proved demand. Further gains expected this Fall, under i 
tos impetus of higher incomes and increased optimism | 7% : x 
3/4 regarding the business outlook. i} ok. Lf] / 
he % ae) i 
7o MONEY & CREDIT—Bond markets under pressure, with 280 Soft} = : 
32 news developments all pointing towards higher interest me ; H 
34 rates ahead. These include stepped-up Federal spending y if TT, i 
—+ and a large budget deficit, the rise in Britain’s discount | 270 *, ‘de 5 
= rate to 7% and the indications of further business im- \ F 
provement, implying increased demand for funds. nt f 
COMMODITIES—Slow uptrend for sensitive industrial - y 
raw materials, mixed trends for rank and file commodi- 
ties, characterize recent markets. Price firmmess looked [| 259\JAN__MAR MAY JULY __SEPT NOV __| 
for in the months ahead, under spur of inventory ac- mse am we Ae oT he 








cumulation and increased consumer spending. 


























NCREASED defense spending plans have domi- 
ionanete ateemeieiiaiens nated the news in recent days. cide irk 
tion’s decision to expand military outlays by $3. 
CAS Commarelel Cute’ billion in fiscal 1962 appears to be only the first step 
toward a higher level of defense spending. Further, 
there will be no immediate increase in taxes nor any 
reduction in welfare expenditures. These devlop- 
ments have resulted in anticipation of better busi- 
ness as well as expectation of renewed inflation. 
Thus, other economic considerations are being ig- 
nored or shunted aside, for the moment. 
UP ACTIVE MONEY SUPPLY’ Although the initial boost in Federal spending 
; 1 Seasonally Adjusted envisaged for this fiscal year, will be a plus factor 
ee ) in the months ahead, by itself it would play no more 
j than a moderate role in the business picture. It is 
a dwarfed, for example, by the $14.2 billion rise at 
- annual rates that took place in the nation’s output 
hi of goods and services in the second quarter alone. 
+ TOTAL LOANS Viewed in this light, it is obvious that consumer 
— (Scale Left) and business spending trends will continue to play 
ing a most important part in determining the course of 
59 the economy. ; 
roll Peering through the summer haze which tends 
re to obscure developing business trends at this time 
a INVESTMENT IN U.S. GOVERNMENTS of year, one finds ample evidence that underlying 
. (Scale Right) conditions have continued to strengthen and that 
at the stage is being set for a resumption of the recov- 
= ery. A wide variety of evidence points to this con- 
ive clusion. Take the leading business indicators for 
di- A J example. The barometric new orders for durable 
ald 1960 1961 goods have been moving up since January and 
ld “Demand deposits of all banks plus currency outside the banks : 
- (Please turn to the following page) 
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Essential Statistics 
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Latest Previous Year 

THE MONTHLY TREND Unit Month Month Month Ago 

INDUSTRIAL PRODUCTION*®* (FRB) ........ 1947-'9-100 | June 167 164 166 

Durable Goods Mfr. .......scccccsceseesseeesens 1947-'9-100 | June 171 167 171 

Nondurable Goods Mfr. ..........:.-00-0+0 1947-’9-100 | June 165 163 162 

Mining 1947-'9-100 | June 128 128 126 

RETAIL SALES* $ Billions June 18.3 18.1 18.5 

Durable Goods $ Billions June 5.7 5.6 6.0 

Nondurable Goods ..........1...:cssssseeeseee. $ Billions | June 12.6 12.5 12.5 

Dep't Store Sales .......0cccccce-seceseccseeees 1947-’9-100 June 149 144 145 

MANUFACTURERS‘ 

New Orders—Total* cesses: seseen $ Billions | June 31.0 31.1 30.1 
Durable Goods ........ccsssssscee. soeeeeeeee $ Billions | June 14.9 14.8 14.3 
Nondurable Goods ........ssssssseeseeeee: $ Billions | June 16.2 16.3 15.8 

Ship Og OS ee ee ee $ Billions | June 31.0 30.8 30.8 
Durable Goods ........0csssssseessseesenes $ Billions | June 14.7 14.6 149 
Nondurable Goods $ Billions | June 16.2 16.2 15.9 

BUSINESS INVENTORIES, END. MO.* . | $ Billions | Juno 91.4 91.3 93.5 

III cccctiinccepenipresrsscsvsmendiai $ Billions | June 53.4 53.4 55.1 

<TD. $ Billions | June 13.5 135 13.0 

RINE ticvniissiscinintsipsesissiigascasthignntadiphiih $ Billions June 24.6 24.5 25.3 

Dept. Store Stocks ............cccc00-ccssee | 1947-"9-100 | Juno 164 164 164 

CONSTRUCTION TOTAL ...........0000000+- $ Billions | June 56.5 55.7 55.2 

ED cxtthshsiiasccecdeiantnsddhidecssnbediieegsanss $ Biltuns June 39.1 38.6 39.1 
ee aes seen a $ Billions | June 21.7 21.1 22.4 
SUIIIIINIDIT ss dctcnsemicctsaitahoeesosctecheste, +sa, ah June 17.4 17.5 16.7 

Housing Starts*—o ........cccscseeeessseeeeees Thousands | June 1374 1295 1279 

Contract Awards, Residential—b ...... $ millions | June 1558 1554 1483 
All Other—b ..cccccsccsseseerseseerereeseee. | $ Millions | June 2044 1948 1989 

EMPLOYMENT 

Total Civilian Millions June 68.7 66.8 68.1 

Non-farm* Millions | June 53.1 52.8 53.1 
Government* Millions | June 8.7 8.7 8.4 
Trade* Millions June 11.46 11.6 11.7 
Factory* Millions | June 9 11.8 12.4 

Hours Worked® ...........0-sssseeerees- Hours | June 40.0 39.9 39.9 

Hourly Earnings ..............00.06 Dollars June 2.35 2.34 2.29 

Weekly Earnings ....... .......... Dollars June 94.24 92.90 91.60 
PERSONAL INCOME® .00000......cccee coseeeeees $ Bilhons June 417 413 406 

Wages & Salaries ......0..:6.c0 sees | $ Billions June 280 277 274 

Proprietors’ Incomes ..............:000--. | $ Billions June 61 61 61 

Interest & Dividends ...............0:000-+ $ Billions June 41 41 41 

Transfer Payments ...........0. 000 | & Billions June 33 33 29 

Farm INCOME .....0seerereerreersrsereneneeeeeeee $ Billions June 17 17 17 

CONSUMER PRICES ...................0.0..... | 1947 9-100 | June 127.6 127.4 126.5 

RGD cackabsinss scchhectinatnnesels 1947-'9-100 | June 120.9 120.7 ‘120.3 

CIOMRIIG cccccrscessesocesssesesveeres + arses 1947-'9-100 | June 109.6 109.6 108.9 

Housing 1947-'9-100 | June 132.4 132.2 131.3 

MONEY & CREDIT 

All Demand Deposits*—-w. ...........000+ $ Billions | June 112.7 112.3 109.9 

Bank Debits*—g $ Billi June 101.8 103.0 98.0 

Business Loans Outstanding—c, uv ..|$ Billions | June 31.8 31.5 31.9 

instalment Credit Extended*—v ....| $ Billions | June 4.2 4.0 4.3 

instalment Credit Repaid*—v ......... $ Billions | June 4.0 40 3.9 

FEDERAL GOVERNMENT 

Budget Receipts 2.0.0.2... cece | S$ Billions June 10.7 6.5 10.9 

Budget Expenditures ............-.... --..-- | $ Bilhons June 7.9 7.2 6.5 

Defense Expenditures ...................... | $ Billions June 46 4.0 4.0 

Surplus (Def) cum from 7/1 .............. $ Billions June (3.9) (6.7) (1.2) 


‘July, although auto sales for the 
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PRESENT POSITION AND OUTLOOK 


showed no signs of slackening in 
July according to the recent report 
of the National Association of Pur- 
chasing Agents. Housing starts 
have been in a rising trend since 
they reached their lows last De- 
cember. The average work week 
continues its steady expansion and 
sensitive industrial commodity 
prices have again begun to move 
higher. Other leading indicators 
have also given a good account of 
themselves and are pointing to a 
broadening of the recovery base, 
Thus new business formations 
have spurted in recent months and 
contracts for nonresidential con- 
struction, which had been droopy 
for some time, are now beginning 
to revive. 

The optimistic prognosis fur- 
nished by the leading indicators is 
further buttressed by the favor- 
able developments in the major 
sectors of the, economy. The rate 
of Government spending is due to 
rise even more rapidly than in re- 
cent months, as a result of the 
present and prospective step-up in 
defense spending. (Federal cash 
payments in the second quarter 
alone rose by $1.7 billion.) Con- 
sumers have finally begun to re- 
spond to the sizeable increases in 
their personal income that have 
taken place this year. Spending 
for nondurables moved higher in 





month were slightly lower. A 
greater willingness to buy on 
instalment is also developing, 
and borrowing for this purpose 
rose by $100 million in June 
Although total consumer outlays 
for goods are still below last year’s 
peaks, the trend is up. With dis- 
posable income at new records and 
unemployment on the decline as 
military inductions increase, the 
public’s spending proclivities may 
be favorably affected and demand 
for goods could expand consider- 
ably. 

In the field of domestic invest- 
ment, trends are also favorable. 
Construction outlays in July rose 
to a new high and the current level 
of contract awards points to fur- 
ther moderate gains. Some upturn 
in capital spending finally appears 
to be on the way, but here too, the 
improvement, for the balance of 
this year at least, will be gradual. 
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The only sector that is heading 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 
In Billions of Dollars—Seasonally Adjusted, at Annual Rates 



















































































PRESENT POSITION AND OUTLOOK 





lower is our export-import trade. 


1961 1960— Exports have declined in recent 
— omer sete ta = — months, and imports should expand 
— ___.| as domestic business improves. Al- 
GROSS NATIONAL PRODUCT ...neeeneen 515.0 500.8 504.5 506.4 though the net effect will be to sub- 
mpeened Sanewne 336.0 320.7 332.3 329.9 | tract from over-all domestic busi- 
Private D Invest. 336.0 59.8 65.6 74.6 aad s : 
Net Exports 35 53 51 23 ness activity, the influence of this 
Government Purchases ceseccceccccceeeseeeeeem 107.5 105.0 101.6 996 | contraction will not be very large. 
Federal 56.5 54.7 53.0 52.9 it i i- 
cert S10 a3 a yo On balance, it is clear that busi 
ness prospects for the months 
PERSONAL INCOME “132 404.7 405.5 403.0 | ahead are favorable, but this does 
Tax & Nontax Payments ..........ceececeeee 1.5 50.4 50.6 50.3 les ar 
Disposable Income ................ 361.7 354.3 354.9 352.7 car dhargeee — 7 rel en a 
Consumption Expenditures ... 336.0 330.7 332.3 329.9 e in us aD ai © 
Rereamad Saving —O cececseecneeneseeeseen- 257 23.7 227 228 | caution to the winds. On the _ 
CORPORATE PRE-TAX PROFITS ................. 39.6 42.6 46.3 trary, some aspects of the outioo 
Corporate Taxes 19.6 21.1 23.9 | Point to problems ahead that may 
Corporate Net Profit .........cccussssssessuseseee 20.0 21.4 23.3 be difficult to solve. Further inten- 
Dividend Payments 14.2 14.2 14.3 14.0 sification of the cold war, for in- 
Retained Earnings 5.8 7.2 9.3 stance, may well lead to higher 
MANT & EQUIPMENT OUTLAYS ............... 34.6 33.9 35.5 363 | taxes and even controls at a later 
date. Nor has there been any fun- 
THE WEEKLY TREND damental improvement in the po- 
sition of the dollar. Unbalanced 
Week Latest ecieen Year | budgets and higher prices could 
Ending | Week Week Age | trigger further pressures on our 
MWS Business Activity Indext....| 1935-’9-100 July 22 | 321.3 3208 305.1 currency and lead to a possible run 
MWS Index—Per capita®............ 1935-’9-100 July 22 228.0 2276 2207 on gold. On the domestic scene, un- 
Stee! Production Index®............+- 1957-'9-100 July 22 99.7 99.8 83.2 employment is still near its recent 
Auto and Truck Production ........ Thousands July 29 106 130 132 highs and profit margins in some 
Paperboard Production Th d Tons July 22 309 245 310 : : ; 
Paperboard New Orders Thousand Tons | July 22 | 310 275 316 ne still pect —_ 4 be 
Blectric Power Output® ecccscsncsn 1947-'49-100 july 22 | 294 287 277 esired. No easy solutions for these 
freight Carloadings Th d Cars July 22 584 573 620 problems are in sight, and it will 
Engineerings Constr. Awards ..... $ Millions July 27 400 510 366 be well to keep these reservations 
Department Store Sales 1947-9-100 July 22 122 123 120 ; j i i 
Demand Deposits—c ..........s-00+0 $ Billions July 19 62.5 61.9 N.A. = — Mages sree eee 
Business Failures—s Numb July 20 343 304 259 evolves in e€ montns anead. 
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centers. (na)}—Not available. 


ted. (a)—Private starts, at annual rotes. 
disposable income over personal consumption expenditures. (e)—E 
(r)—Revised. (s}—Data from Dun & Bradstreet. 


data. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Gurese. : 


at 


d. (f)—Esti 


(b)—F. W Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 


ted by Council of Economic Advisors. (g)—337 non-financio! 





lly Ai 


(u)}—End of month 





(t) s 


ted, | rate. 





THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 







































































No. of 1960-61 1961 (Nov. 14, 1936 Cl.—100) High low July 21 July 28 
Issves (1925 Cl.—100) High low July 21 July 28 High Priced Stocks ..............ss-00 336.4 262.7 325.4 333.9 
Composite Average 550.0 410.9 520.0 533.4 Low Priced Stocks ........ccssseeseeee 729.8 527.6 672.3 688.7 
4 Agricultural Implements ....... 497.2 346.4 404.7 423.9 BD GRD OUI cccarccesiecstereqpastees 1226.0 810.8 1039.9 1083.7 
3 Air Cond, (‘53 Cl.—100) ...... 176.9 105.8 159.6 163.3 4 Investment Trusts .................. 170.6 136.5 160.9 163.7 
10 Aireraft & Missiles ................ 1350.6 861.9 1275.6 1350.6H 3 Liquor (‘27 Cl.—100) ............ 1548.9 1098.2 1396.3 1408.4 
7 Airlines (‘27 Cl.—100) .......... 1163.6 736.7 1041.5 1041.5 FE ashen 647.3 402.9 579.2 598.6 
4 Aluminum (‘53 Cl.—100) ..... 521.3 354.5 397.4 409.4 3 Mail Order ........ 494.2 364.2 437.5 441.6 
5A 427.0 209.3 380.6 374.4 4 Meat Packing ........00-ceeseeeee 303.5 223.9 298.3 303.5 
5 Automobile Accessories ........ 531.1 401.0 487.7 499.9 4 Mtl. Fabr. (‘53 Cl.—100) ...... 208.6 132.4 189.5 188.1 
5 Aut bil 157.0 90.8 102.6 108.1 9 Metals, Miscellaneous ........... 449.8 313.3 433.1 449.8 
3 Baking ('26 Cl.—100) ............ 44.6 34.9 37.8 37.8 4 Paper 1237.1 867.3 952.6 1001.7 
4 Business Maine ..cccccccccceee: 2008.2 1159.1 1785.6 1799.5 0; PRION enicncetenenettntnncomanctene 828.6 609.0 764.3 785.7 
6c icals 887.1 657.3 827.5 849.9 16 Public Utilities ................000000 472.4 341.6 452.3 464.3 
NT passe aaa 38.4 27.2 36.7 37.6 6 Railroad Equip 110.9 75.8 105.3 106.9 
4c i 257.6 199.9 237.9 246.7 17 Railroads ...........0+ . 49.9 52.9 55.5 
gp ee 231.8 143.3 220.0 221.7 3 Soft Drinks 690.3 1012.3 1021.7 
5 Container ............. . 1074.3 824.6 979.0 1022.4 11 Steel & Iron 325.4 376.7 400.5 
5 Copper Mining ..... 399.3 275.4 352.5 371.8 4 Sugar 63.0 85.6 84.3 
2 Dairy Products ...... 232.4 146.8 222.3 228.4 eS ee See . 563.1 825.3 825.3 
5 Department Stores 194.8 135.2 193.3 194.8H | 11 TV & Electron. ('27—100) .... 130.4 86.8 114.0 121.7 
5 Drugs-Eth. ('53 Cl.—100) ..... 474.7 360.4 426.4 426.4 5 Textiles 258.4 183.3 250.6 250.6 
5 Elect. Eqp. (‘53 Cl. —100) ..... 395.6 310.7 371.5 381.8 3 Tires & Rubber ...........ecesseen 255.9 170.6 228.1 233.5 
3 Finance Comp 1027.5 648.8 963.2 979.3 5 Tobacco .. 296.1 182.5 296.1 296.1 
5 Food Brands 763.9 419.3 752.8 752.8 3 Variety Stores .......cce0e -esceseeee 398.9 349.3 384.8 384.8 
3 Food Stores 326.0 232.1 305.8 315.9 16 Unclassifd (49 Cl. — 100)... 337.7 224.0 309.5 316.6 
H—New High for 1960-1961. 
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Trend of Commodities 








SPOT MARKETS—Industrial raw materials were higher in the 
two weeks ending July 28, although changes were small in 
most instances. The BLS daily index of 22 sensitive commodi- 
ties rose 0.5% in the period under review as the result of a 
sharp rise for the livestock products component of the index. 
Raw foods were slightly higher while other sectors showed 
little change. Among raw industrial materials, cotton, wool 
tops, ee resin and tin advanced while burlap and tallow 
were lower. 


Among the rank and file of commodities, farm products 
were a little higher and foods a little lower in the two 
weeks ending July 25. The BLS wholesale price index was 
off 0.1% during the period, although the index of all com- 
modities other than farm and foodstuffs held unchanged. 


BLS INDEX 22 BASIC COMMODITIES 
(1947-1949 — 100) 
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FUTURES MARKETS—A majority of commodity futures were 
higher in the fortnight ending July 28, although most changes 
were small. Improvement was noted for wheat, soy 
lard, cotton, wool, hides, rubber and copper while corn, Oats, 
rye, sugar, cocoa and coffee were lower. 


Wheat futures registered sizeable gains in the period under 
review and the December option added 4 cents to close at 
203. Marketings have been lighter than expected and hopes 
for an increase in the 1962 price support level were boosted 
by Senate passage of the omnibus farm bill, calling for a 
10% reduction in 1962 wheat acreage. Wheat stocks on July 
1 were at a record high, but this is counterbalanced by the 
a more than 90% of these stocks are under Govern. 
ment con 








BLS PRICE INDEXES Latest 2 Weeks 1 Yr. Dec.é 
1947-1949—100 Date Date Ago Ago 194] 

All Commodities ............00+ July 25 118.6 (118.7 119.7 602 
Farm Products ........:ssss July 25 86.7 86.5 88.9 510 
Non-Farm Products ...... July 25 127.5 127.5 128.2 670 
22 Sensitive Commodities ..| July 28 84.9 845 85.4 530 
UI ~ Scccisniedocnins | July 28 76.1 75.8 785 465 

13 Raw Ind‘l. Materials..| July 28 91.4 91.0 90.3 583 
DRE ccicciennsicainnistns July 28 95.1 95.0 948 546 
eee | July 28 83.0 83.0 79.0 563 








MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 














1961 1968 1959 1953 1951 1941 
High of Year ...... 156.6 160.0 161.4 162.3 215.4 857 
Low of Year ...... 150.5 151.1 152.1 147.9 176.4 743 
Close of Year .... 151.2 158.3 152.1 180.8 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
1961 1960 1959 1953 1951 1941 
High of Year .... 148.2 148.7 152.7 1668 215.4 84.6 
low of Year ..... 141.2 141.2 144.2 153.8 174.8 555 
Close of Year .... 141.2 147.8 166.5 189.4 84.) 
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1947-49 ~ 100. 
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The Coming Rise 
In Commodity Prices 





(Continued from page 566) 


Growers are dependent to a large 
extent upon a late frost for the 
attainment of good yields. 

@ In the South, cotton planting 
was delayed right from the be- 
ginning by excessive rains and 
low temperatures, and has not 
been able to overcome its initial 
handicap of two to three weeks 
average lateness. 

Although plantings were about 
3 percent larger than last year, 
it is possible that production may 
be down as much as 10 percent as 
a result of unfavorable weather 
conditions. Only just recently, it 
has been reported that the earlier 
brilliant crop prospect in the 
lower Rio Grande Valley had 
been reduced substantially by un- 
favorable weather and _ insect 
damage. 

@ The first USDA cotton crop 
estimate will be made on August 
8 On August 10, the general 
cop report will show whatever 
changes have occurred in July 
crop indications as well as, for 
the first time, the prospects for 
soybeans, fall potatoes, and a 
number of other crops not in- 
cluded in the July report. 

The commodity futures mar- 
kets, which have been paying an 
unusual amount of attention to 
weather developments and antici- 
pating reduced crops, have been 
tending generally upward in re- 
cent weeks. 

@ If expectations in trade quar- 
ters of unfavorable crop progress 
are confirmed by the Department 
of Agriculture’s August reports, 
prices are likely to continue their 
uptrend. 


Meat Prospects Good 


Offsetting to some extent the 
outlook for reduced field crop pro- 
duction is the prospect for high 
level meat production. If meat 
production also were lower, the 
outlook probably would be for 
galloping food prices rather than 
merely for a fair measure of 
strength. 

Cattle numbers of 97.1 million 
head on January 1 were at an all- 
time high, and may be even larger 
m January 1, 1962, despite ris- 
ing marketings and slaughter. 

@ Beef and veal production is 
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expected to run 4 to 5 percent 
larger than last year. While dry 
weather conditions in some parts 
of the country have resulted in 
stepped-up cattle marketings, 
rainy weather in other areas has 
helped ranges and pastures and 
has encouraged growers to build 
up their herds still further. 

@ Larger supplies of pork also 
are in prospect as a result of the 
increase in the spring pig crop 
and the indicated increase in the 
fall pig crop. 

However, no surpluses of meats 
are in prospect. With disposable 
income at all-time high levels and 
trending upward, consumption is 
likely to rise sufficiently to pre- 
vent more than small declines in 
meat prices. (The meat industry 
was covered in detail in our July 
15 issue.) 


Higher Cost of Living 


Even though prices of foods 
and other commodities purchased 
by consumers have held fairly 
steady in the aggregate during 
recent months, the underlying 
trend of the Bureau of Labor 
Statistics Consumer Price Index 
(widely known as the cost-of-liv- 
ing: index) has been upward. 

@ Here, the persistent rise in 
the costs of consumer services, 
which now are absorbing some 38 
percent of disposable income, has 
been a ruling factor. The uptrend 
in service costs continues steep 
regardless of the direction of the 
business cycle. 

@ Now, with food prices also 
headed upward and with higher 
prices in the making on numer- 
ous consumer goods as the busi- 
ness uptrend progresses, the ad- 
vance in the BLS Consumer Price 
Index is likely to be accelerated. 

@ Escalator clauses in many 
labor contracts are tied to the 
Consumer Price Index and, even 
where there are no such clauses, 
wages and salaries are strongly 
influenced by trends in the CPI. 

At this time, with something 
like 5 million unemployed, a fresh 
upthrust in the wage-price spiral 
seems well nigh unthinkable. Pri- 
marily, however, this may be due 
to the fact that a large amount 
of “recession-consciousness” still 
prevails. A few months hence, as 
the business upturn continues, it 
may be quite another story. 


Primary Materials Hesitant 


Prices of primary industrial 
materials, which as a general rule 
displayed strong recovery tenden- 





cies earlier this year, have shown 
a considerable amount of hesi- 
tancy in recent weeks. This can 
be attributed largely to seasonal 
tendencies in industry; that is, 
the customary sharp curtailment 
of activity in many lines of man- 
ufacturing during July. The pe- 
riod from around mid-June to the 
end of July normally is a “go 
slow” time for most purchasing 
agents, and this year appears to 
be no exception. 

@ Management, despite the 
really sharp upturns in manufac- 
turing activity and in use of 
materials since last February, has 
not yet given the go-ahead signal 
to purchasing agents on the re- 
plenishment of depleted materials 
inventories. 

@ However, with industrial ac- 
tivity scheduled to rise both 
seasonally and cyclically in the 
period ahead, it is obvious that 
manufacturers will have to step 
up their purchases of materials, 
even though they may not par- 
ticularly extend their forward 
coverage. 

@If precedent can be relied 
upon as a guide, renewal of firm- 
ness in prices of primary indus- 
trial materials is close at hand. 
In all probability, higher prices 
are ahead for steel, the nonfer- 
rous metals, and for some of the 
important soft goods materials. 


Manufactured Goods Trends 


Throughout much of industry, 
notwithstanding the considerable 
improvement in the volume of 
business since last winter, there 
is a vast amount of complaining 
about “cut-throat” competition 
and price cutting, both concealed 
and open. Many industrialists 
would like to raise selling prices, 
te compensate for rising labor 
and other production costs, but 
fear that lower volume would re- 
sult. Unquestionably, competition 
for business is keener than at any 
time in the post World War II 
period. The data on business fail- 
ures and failure liabilities show 
clearly that a vast amount of 
“separating the boys from the 
men” has been and still is going 
on. 

Firms on the edge of failure 
often cut prices to the bone and 
even into the bone in a desper- 
ate effort to survive, and their 
stronger competitors usually are 
forced to meet price cuts at least 
part way. Even with further 
business recovery, the failure 
rate can be expected to continue 
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401 st Dividend 


Pullman 

























August 21, 1961. 


Pullman-Standard division 
The M. W. Kellogg Company 
Trailmobile Inc. 

Trailmobile Finance Company 
Swindell-Dressler Corporation 
Transport Leasing Company 





Incorporated 


95th Consecutive Year of 


Quarterly Cash Dividends 


A quarterly dividend of fifty 
cents (50¢) per share will be 
paid on September 14, 1961, 
to stockholders of record 


WILBUR E, WOLFE 


Vice President a Secretary 


Division and Subsidiaries: 


































CORPORATION 


| 
| 
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of record August 16, 1961 


M. W. URQUHART 


July 26, 1961 


PHELPS DODGE 


The Board of Directors has 
| declared a third-quarter divi- 
dend of Seventy-five Cents (75¢) 
per share on the capital stock of 
this Corporatiorft, payable Sep- 
tember 8, 1961 to stockholders 


Treasurer. 


























SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 
Common Stock Dividend No. 90 


A regular quarterly divi- 
dent of 50 cents per share 
has been declared on the 
Common Stock of Southern 
Natural Gas Company, pay- 
able September 14, 1961 to 
stockholders of record at the 
close of business on August 
31, 1961. 















W. S. TARVER, 
Secretary 


Dated: July 29, 1961. 

































relatively high for a long time. 
However, with further recovery 
and the seasonal fall improve- 
ment in business, some of this 
pressure on manufactured goods 
prices is expected to slacken. For 
one reason, retailers cannot con- 
tinue much longer on extremely 
small inventories relative to sales. 


Business Community Slow in 
Recognizing Changed Conditions 


The business recovery, seasonal 
influences, and reduced farm out- 
put point to strengthening of the 
commodity price structure. Added 
to this are the inflationary impli- 
cations of Federal budgetary im- 
balance and the possibility of 
mounting defense expenditures. 


The business community, still 
highly “recession-conscious” as a 
result of the profit squeeze, ap- 
pears to be somewhat slow in 
realizing the likelihood of more 
general price strength in the 
months ahead. END 





What Second Quarter 
Earnings Reports Reveal 





(Continued from page 570) 


excellent comeback in the quarter 
just ended. The few exceptions 
among major companies are 
merely evidence that recovery 
can take place without participa- 
tion of all segments of the econ- 
omy. 

Pullman, for example, despite 
excellent management and _in- 
creasing efforts to diversify, has 
suffered from the enormous drop 
in railroad capital spending out- 
lays. Hence, the 29¢ earned in 
the second quarter is a tribute to 
the company’s ability to generate 
earnings despite a depression in 
its major field of endeavor. 


As additional reports emerge, 
of course, there will be other ex- 
ceptions. Aircraft companies, for 
example, are doing better than in 
recent years, but particular com- 
panies may always suffer from 
contract expirations. These things, 
however, have little bearing on 
major trends in the economy. The 
important thing is that all basic 
industries comprising the private 
economy have begun to recover. 
The big guess is how prolonged 
the recovery will be. END 
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The New Shifts In 1961-62 
Defense Expenditures 











(Continued from page 579) 
Adler Electronics, and Avco. 


Orders Will Be Placed Fairly 
Quickly 


Arranging the procurement de- 
tails on all the foregoing will take 
a little time, but the impact will 
be felt well before the end of 
the calendar year. Much of this 
equipment is of the type that 
“spends out” quickly, without 
long lead-times. The orders are 
to be handled on an expedited 
basis and the equipment is all on 
an in-production basis. The mili- 
tary wants as much of it as pos- 
sible before the expected Decem- 
ber crisis over Berlin. 

In addition to these items re- 
quested by the Administration, 
the Congress is bent on providing 
large additional sums to accel- 
erate North American’s B-70 
bomber development and add an- 
other wing of Boeing B-52’s be- 
fore the production line shuts 


down. The ups and downs of the § 


B-70 have been too well chron- 
icled, here and elsewhere, to bear 
repetition. As for the B-52, Sec- 
retary of Defense McNamara 
included it when he told Congress 
that “our strategic forces are 
already in a high state of readi- 
ness.” Whether Congressional 
pressure and the additional long- 
range military build-up now being 
planned will change the Adminis- 
tration’s mind about using such 
extra funds remains to be seen. 


No Let-Up in Research 


It should be noted that there 
is no dearth of research-develop- 
ment or planning now going on 
for future types of military air- 
craft. A cursory survey shows, 
in addition to the B-70 and the 
Lockheed C-141 transport, at 
least three other types on the 
threshold of development: the Air 
Force’s TFX high-performance, 
short-takeoff (STOL) fighter; a 
Navy light fighter along the lines 
of the Douglas A4D-5; and a tri- 
Service vertical-takeoff (VTOL) 
transport. 

Further down the road are such 
concepts as a new anti-subma 
rine seaplane for the Navv, and 
an STOL assault transport for 
the Army. The Air Force would 
like to develop a V/STOL plane 
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specially designed for the recov- 
ay of capsules ejected from sat- 
diites. In the “way out” category 
ye such ideas as the Dromedary 
mng-endurance missile-launching 
jatform to succeed the B-52; 
short-range missile platforms for 
Army battlefield use which could 
fre their missiles from the 
mound; and bombardment vehi- 
des based on the principle of the 
aperimental Dyna-Soar space 
glider. 

Not to be ignored is the ex- 
yanding helicopter field, which is 
getting increasing attention from 
the large airframe manufacturers 
—Boeing, through its Vertol sub- 
idiary, and Lockheed, to name 
wo. Hughes Aircraft has jumped 
into the field with a new design 
that is being evaluated by the 
Army to meet its future light 
observation helicopter require- 
ments, along with models by Bell 
ad by Hiller. The winner will be 
in line for orders estimated at 
nore than $200 million. END 





How Much Recovery 
For Industrial Machinery? 





(Continued from page 587) 
tun out hundreds of tons of fin- 









ished steel each week from the 
ighly automated line at Mc- 
Louth. 


Construction Machinery 


Housing starts have shown a 
letter than seasonal recovery 
id the highway program, with 
he release of $818 million of 
greatly needed funds, is gather- 
ing momentum. Overall construc- 
lion activity may show a slight 
gin over 1960, which had the 
enefit of a very active first 
qarter. However, high dealer in- 
entories and ample supplies of 
second-hand construction equip- 
ment such as tractors, road scrap- 
ws, and front-end loaders tend 
© limit the manufacturers to 
nly moderately improved pro- 
luction rates. Business continues 
0 be very competitive, although 
the price-cutting of some months 
fg0 has nearly stopped. 

Fork lift trucks tend to follow 
he economy very closely but 
vith considerably higher peaks 
and sharper drops. Here, too, in- 
tntories are high, and while 
ders for new trucks have im- 
oved, evidence at hand does not 
bint to a boom. There could be 
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Cities Service 
COMPANY 
Dividend Notice 








The Board of Directors of Cities Service Company declared 
a quarterly dividend of sixty cents ($.60) per share on its 
Common Stock, payable September 11, 1961, to stockholders of 
record at the close of business August 11, 1961. 

FRANKLIN K. FOSTER, Secretary 


July 25, 1961. 
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ROCKWELL 





a measure of saturation in this 
industry; the upswings may be 





less vigorous in the future. PIAETE announces 
Steam Generating Equipment © CENTRAX LTD. TO MAKE R-S AXLES 
Sd ; IN GREAT BRITAIN 
Demand for electricity contin- © 2nd QUARTER NET 40% ABOVE Ist 
ues to grow at a compounded e REGULAR DIVIDEND DECLARED 


annual rate of 7% per year, and 
the trend is little changed by re- 
cessions. Thus, the basic long 





The Board of Directors has today 
declared a regular quarterly dividend 


term outlook for producers of of fifty cents (50¢) per share on the 

steam generating equipment ap- Common Stock of the Company, 

pears favorable. Electrical World payable September 10, 1961, to 

expects total electrical output to shareholders of record at the close of 
: business August 17, 1961. 

at least double during the current A. A. Flanell, Secoceary 

decade and for expenditures of July 24, 1961 ' 





generating equipment to reach 
$3.2 billion by 1965 vs. $2.2 bil- Rockwell-Standard serves: 


lion estimated for 1961. Transportation * Construction 
The two leading producers, Agriculture * Petroleum 

Babcock & Wilcox and Combus- Public Utilities © General 

tion Engineering, are certainly Industry and Government 

among the better investments in | | pockwell-Standard produces: 

the capital goods field. A negative | Aides © Ceniaelioe 


factor, however, is the present 
estimated 25% of excess reserve 
electric generating capacity over 
peak operating needs. Consump- 
tion of electricity, of course, | 
should in time grow enough to 
offset this excess, a factor care- | 
fully analyzed in many studies | 
including the one by Electrical 
World. New orders for steam 
generating equipment continue 
to run slightly ahead of -ship- 
ments, the latter continuing at a 


Torque Converters 
Leaf and Mechanical Springs 
Bumpers * Cushion Springs 
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considerably reduced level from 
the peaks of 1956 and 1957. 


| 
A Review of Some of the Companies | UNION 
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American Machine & Foundry CARBIDE 
(43). Leased pinspotters continue 
to contribute the major part of 
earnings, although the exact per- 
centage is not revealed. Since 
their introduction in 1951 the | 
company has installed roundly | 
70,000 machines, 14,900 in 1960 
vs. 14,000 in 1959. However, the 
recent leveling off in the demand 
for pinspotters has put pressure 
on the stock and, adjusting for 








A quarterly dividend of ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable September 1, 
1961 to stockholders of record at the 
close of business August 4, 1961. 








Joun F. SHANKLIN 
Secretary and Treasurer 
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DIVIDEND NOTICE 
The Boord of Directors has declared 
©@ quarterly dividend of 30¢ per share 
on the outstanding © Common Stock, 

on 1, 1961, to 
stockholders of ‘record on August 11, 
1961. The transfer books will not 
close. 





PAUL C. JAMESON 
July 27, 1961. Treasurer 
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the 2-for-1 split, the issue in the 
mid forties is down nearly 14 
from its 1961 high of 64. While 
rental income from pinspotters 
will certainly continue to rise, in- 
creased dependence upon defense 
work — largely missile-launching 
apparatus—may result in more 
widely fluctuating earnings than 
in the past. In the first six 
months, sales ran nearly 65% 
ahead of last year ($246 million 
vs. $151 million) but a large part 
of this increase was low-margin 
government business. As a re- 
sult, earnings per share actually 
declined to 70 cents from 71 
cents. The stock could again be 
attractive however, on further 





growth in bowling both here and 
abroad. 

Brunswick Corp. (51). With 
some leveling off in the demand 
for bowling pinsetters, which 
probably account for more than 
80% of total earnings although 
only about 50% of sales, this 
stock has also sold off rather 
heavily from its recent high of 
75. We still tend to favor the 
position of AMF as a lessor of 
machines over Brunswick as seller 
of bowling machines. Both com- 
panies are making progress in 
promoting bowling in foreign 
countries, and this could offset 
the saturation in U.S. demand. 

Babcock & Wilcox (45). Despite 
the 1960 recession, operating 
margins reached 14.2%, the high- 
est level in five years, although 
sales at $311 million were at the 
lowest level in four years, and 
well below the record high of 
$366 million of 1957. The higher 
profit margins enabled both net 
income and earnings per share to 
reach new highs in 1960. This is 
sweet music in these days where 
lower profit margins are typical 
and virtually every industry is 
caught in the cost-price squeeze. 
At Babcock these results are the 
reward of hard work by everyone 
in a company-wide cost-cutting 
program. With a recovery in the 
demand for steam generators, 
earnings could now move to a 
considerably higher level, espe- 
cially if the new tubular opera- 
tion were to operate at a rela- 
tively full rate. As mentioned 
above, continued growth in elec- 
tricity consumption during the 
’*60’s appears to be a near cer- 
tainty, and in time B & W should 
benefit but the dividend of $1.40, 
increased twice last year, pro- 
vides only a 3% yield. 

Chicago Pneumatic Tool (32). 
Earnings for the first six months 
of 1961 declined to 82 cents 
per share vs. $1.05 last year. 
Thus, a gain over last year’s 
final net of $2.13 seems unlikely, 
but an improving trend may de- 
velop in the second half of this 
year. The stock is regarded as 
one of the quality issues in the 
capital equipment group. Roughly 
20% of sales and possibly 30% 
of earnings are derived from 
wholly-owned foreign subsidiar- 
ies. Manufacturing facilities in 
Germany may be expanded soon. 
Jacobs Mfg., world’s largest pro- 
ducer of chucking devices, and 
Allen Mfg., maker of socket 
screws, nuts, and plugs, are 


wholly-owned and should dey 
more on industrial activity 
capital expenditures. Thus 
fortunes of the company are 
necessarily tied to capital ou 
for expansion. Most of the tog 
sold are small hand tools, 
though the company also ma 
large compressors and oil 


equipment. The $1.40 divide 
appears perfectly safe and pr 


vides a 4.4% yield. 
Cincinnati Milling (40). 
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rind building blocks. 


Lowered Sights on Industrial 
Construction 


> Industrial and commercial 
wnstruction (not including pub- 


Tic utilities or religious, educa- 


'. Tyional and public projects) usually 


counts for about 15% of total 


Putilding activity. This type of 


Jonstruction is more responsive 


«A business conditions, including 
saengilterest rates, and is determined 
sjurgely by profitable opportuni- 


ties. Thus, such building normally 


yeartes well behind general business 


ativity. As a matter of fact, con- 
struction in this category in 1960 
yas still 4% below its 1957 level 


- Tit $7.1 billion. 


wel existing business. 


Industrial construction is likely 
»recover further this year, but 
mly to a moderate extent, per- 
haps about 7%, contrasted with 
33% overall advance last year. 
his is chiefly because of the per- 
istent excess capacity in most 
industries. While production is 
now in an upward trend contracts 


for plant expansion will hardly 
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hile factories still have plenty 
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military projects. 

Public utilities, representing 
about 10%-12% of total construc- 
tion, follow an extremely steady 
pattern. They will show normal 
construction gains of 3% or 4% 
this year, but just as they did 
not drop severely during the re- 
cession, they cannot be expected 
to show any unusual zoom at this 
point. 

Narrow Advance for Public 
Construction 


Public construction, which con- 
tributes about 15% of total build- 
ing .activity, is naturally more 
stable than most of the other seg- 
ments, and is also contra-cyclical, 
usually climbing in recessions 
(although it does not always sim- 
ilarly contract during prosperity). 
In recent years highways have 
represented about a third of this 
segment ; it also includes a minor 
proportion of government spon- 
sored housing. The initial delays, 
particularly financing problems, 
in the highway program have 
been largely overcome by now, 
and this major category should 
proceed without serious obstacles. 

®»> Urban renewal—the new 
name for slum clearance—has 
also been stimulated by generous 
federal grants, many of them to 
communities with very dubious 
claim to being run-down, and it 
is the hope of the government 
that the public funds will be 
largely supplemented by private 
investment rushing in to develop 
the cleared and uplifted areas. 

The government also has a 
large backlog of reservoir, flood 
control, harbor dredging, con- 
servation and other projects lined 
up, appropriations for which it 
has so far seen no necessity for 
reducing even in the face of the 
expanded military build-up. 

& The school program is some- 
what of an enigma at present. 
Past experience shows pretty 
well that classrooms have been 
supplied as needed by local com- 
munities. Federal aid merely di- 
vides the money more widely, 
perhaps contributing positively 
to a few very poor jurisdictions. 
The failure of the federal aid bill 
should not interfere basically 
with the provision of ample school 
facilities, but may check it tem- 
porarily just because the mere 
suggestion that the federal gov- 
ernment is prepared to provide 
any service naturally tightens up 
local purse strings. Such a reac- 
tion has already been responsible 


for some weakness in Amevican 
Seating, the major suppiicr of 
schoolroom furniture, and p>r- 
haps aiso Brunswick Corp. Alto- 
gether, public construction is 
likely to reach a new peak of 
around $17 billion this year—but 
as this will represent an advance 
of only about 4% above 1960 it 
falls considerably short of boom 
proportions. As of the moment, 
no important new military con- 
struction is scheduled. 

> All of these segments, com- 
bined, indicate an advance in 
overall construction activity of 
perhaps 3% over last year’s $55.1 
billion. This will more than make 
up the 1960 drop and establish a 
new record, but only by a very 
narrow margin. Naturally, the 
various building companies will 
fare differently under these di- 
verse influences. 

It must be remembered that 
an allowance for the inflationary 
factor must be made in all of the 
foregoing estimates. Actually, 
building costs have just hit their 
all-time peak, about 1.6% higher 
than in June of last year. This 
means that segments where only 
narrow dollar gains are predicted 
may actually show no advance in 
physical terms. 


Gypsum Companies Most Attractive 
on Long-Term Basis 


> Prominent in the residential 
branch of this complex industry, 
the gypsum companies are sound, 
conservative and have excellent 
long-range prospects—but are not 
likely to show any material gain 
in the present year. Most of them 
have suffered a moderate drop in 
sales and a sharper drop in earn- 
ings during the first half of the 
present year; for National Gyp- 
sum, for example, sales declined 
6% to $101 millions while per 
share net fell 16% from $1.72 to 
$1.45. The company found satis- 
faction, of course, in the consid- 
erable improvement of the 2nd 
quarter over the Ist, and this 
trend suggests that full year sales 
will be somewhat higher than, 
and earnings probably roughly 
equal to, last year’s level. The 
pattern should be about the same 
for U.S. Gypsum, the industry’s 
blue chip leader, and Bestwall, 
although the latter was an excep- 
tion in enjoying higher sales last 
year than in 1959, before heavy 
start-up expenses slashed its net 
income. Over the longer term, 
versatile, inexpensive gypsum has 
many advantages and should en- 
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DIVIDEND NOTICE 


The Boord of Directors has declared 
a quarterly dividend of 30¢ per share 
on the outstanding Common Stock, 
payable on September 1, 1961, to 
stockholders of record on August 11, 
1961. The transfer books will not 


close. 
PAUL C. JAMESON 
July 27, 1961. Treasurer 
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the 2-for-1 split, the issue in the 
mid forties is down nearly 1% 
from its 1961 high of 64. While 
rental income from pinspotters 
will certainly continue to rise, in- 
creased dependence upon defense 
work — largely missile-launching 
apparatus—may result in more 
widely fluctuating earnings than 
in the past. In the first six 
months, sales ran nearly 65% 
ahead of last year ($246 million 
vs. $151 million) but a large part 
of this increase was low-margin 
government business. As a re- 
sult, earnings per share actually 
declined to 70 cents from 71 
cents. The stock could again be 
attractive however, on further 
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growth in bowling both here and 
abroad. 

Brunswick Corp. (51). With 
some leveling off in the demand 
for bowling pinsetters, which 
probably account for more than 
80% of total earnings although 
only about 50% of sales, this 
stock has also sold off rather 
heavily from its recent high of 
75. We still tend to favor the 
position of AMF as a lessor of 
machines over Brunswick as seller 
of bowling machines. Both com- 
panies are making progress in 
promoting bowling in foreign 
countries, and this could offset 
the saturation in U.S. demand. 

Babcock & Wilcox (45). Despite 
the 1960 recession, operating 
margins reached 14.2%, the high- 
est level in five years, although 
sales at $311 million were at the 
lowest level in four years, and 
well below the record high of 
$366 million of 1957. The higher 
profit margins enabled both net 
income and earnings per share to 
reach new highs in 1960. This is 
sweet music in these days where 
lower profit margins are typical 
and virtually every industry is 
caught in the cost-price squeeze. 
At Babcock these results are the 
reward of hard work by everyone 
in a company-wide cost-cutting 
program. With a recovery in the 
demand for steam generators, 
earnings could now move to a 
considerably higher level, espe- 
cially if the new tubular opera- 
tion were to operate at a rela- 
tively full rate. As mentioned 
above, continued growth in elec- 
tricity consumption during the 
’°60’s appears to be a near cer- 
tainty, and in time B & W should 
benefit but the dividend of $1.40, 
increased twice last year, pro- 
vides only a 3% yield. 

Chicago Pneumatic Tool (32). 
Earnings for the first six months 


of 1961 declined to 82 cents 
per share vs. $1.05 last year. 
Thus, a gain over last year’s 


final net of $2.13 seems unlikely, 
but an improving trend may de- 
velop in the second half of this 
year. The stock is regarded as 
one of the quality issues in the 
capital equipment group. Roughly 
20% of sales and possibly 30% 
of earnings are derived from 
wholly-owned foreign subsidiar- 
ies. Manufacturing facilities in 
Germany may be expanded soon. 
Jacobs Mfg., world’s largest pro- 
ducer of chucking devices, and 
Allen Mfg., maker of socket 
screws, nuts, and plugs, are 


wholly-owned and should depen 
more on industrial activity the 
capital expenditures. Thus th 
fortunes of the company are n¢ 
necessarily tied to capital outlay; 
for expansion. Most of the too 
sold are small hand tools, 

though the company also make 
large compressors and oil wel 
equipment. The $1.40 dividen 
appears perfectly safe and pro 
vides a 4.4% yield. ; 

Cincinnati Milling (40). Larg! 
est domestic machine tool _ 
ducer, Cincinnati entered 196) 
with a backlog of $55 million vs" 
$46 million a year ago and hay 
received benefit of some price ing 
creases, a better product mix in 
volving a higher percentage of 
more profitable tools, and some 
internal effort to cut costs. The} 
result has been an encouraging) 
improvement in earnings in the 
first half of 1961 to 99 cents per 
share from last year’s depressed 
49 cents. However, at present 
prices the stock anticipates a de 
gree of recovery from last year’s 
earnings of $1.52 on 1.7 million 
shares. The $1.60 dividend pro- 
vides a 4% yield. 

Clark Equipment (35). The 
stock is still down considerably 
from its record high of 48 in 
1959, but is still not cheap on its} 
1961 earnings prospects of about 
$1.75 per share vs. $1.41 in 1960 
and $2.61 in 1959. Dealer inven-) 
tories of construction machinery) 
and fork lift trucks are still per- 
haps on the liberal side and 
should be worked down further. 
However, the price-cutting last 
year that damaged profit mar- 
gins should be less important this 
vear. An improvement in the 
Brown Trailer operation, which 
was hampered by last year’s nine 
week strike, would be a benefit. 

Worthington Corp. (59). Up! 
from its 1960 low of 41, the stock! 
still has recovery potential— 
someday—to the 1959 high of 
84, but first the problem of de- 
clining profit margins of domestic 
operations, due to the cost-price| 
squeeze, must be solved. The air| 
conditioning business (around 
20% of sales) has been doing 
better recently, although some of 
the svecially engineered equip- 
ment has been depressed by price 
weakness. Overall per share earn- 
ings are expected to be slightly 
better than last year’s 
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of foreign subsidiaries of almost 
$1.00 per share, as well as divi- 
dends received from these invest-| 


THE MAGAZINE OF WALL STREET 





$4.42, ) 
which includes eauity in earnings | 


ar 


co 
lic 
ti 
ac 
bi 
to 
ti 
la 


st 
Ww 
ol 
t 
h: 


—o poy iwcweoenwse 


as 


Ss: r 
eS eS 


‘A600 Soe SD oO 





id depen 


vity tha 


Thus th 
y are nd 
il outlay, 


the too 
tools, 


30 make 
oil wel 


dividen 


and pro 
+ 
4 


). Largl 
ool pro 


ed 


illion vs) 
and has) 


price ing 


/ mix i 


itage of 


nd some 
sts. The | 
yuraging) 


s in the 
ents per 


epresse( 
present” 


es a de 
it year’s 

million 
nd pro- 


). The 
iderably 
' 48 in 
p on its 
f about 
in 1960 
* inven- 
chinery| 
till per- 
le and 
‘urther. 
ig last 
t mar- 
int this 
in the 
which 
’s nine 
enefit. 
»). Up 
e stock! 
ntial— 
igh of 
of de- 
mestic 
t- -price | 
‘he air) 
around 
doing 
yme >| 





equip- 
y price 
- earn- 
lightly : 
$4.42, 
mings : 
almost 
3 divi- 
nvest- 








TREET 


ears to be perfectly safe, having 
been maintained at this level 
throughout most of the post-war 
period, and provides a yield of 
about 4%. END 
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(Continued from page 583) 
and building blocks. 


Lowered Sights on Industrial 
Construction 


> Industrial and commercial 
construction (not including pub- 
lic utilities or religious, educa- 
tional and public projects) usually 
accounts for about 15% of total 
building activity. This type of 


‘construction is more responsive 


to business conditions, including 
interest rates, and is determined 
largely by profitable opportuni- 
ties. Thus, such building normally 
lags well behind general business 
activity. As a matter of fact, con- 
struction in this category in 1960 
was still 4% below its 1957 level 
of $7.1 billion. 

Industrial construction is likely 
to recover further this year, but 
only to a moderate extent, per- 
haps about 7%, contrasted with 
a 33% overall advance last year. 
This is chiefly because of the per- 
sistent excess capacity in most 
industries. While production is 
now in an upward trend contracts 
for plant expansion will hardly 
be negotiated on any large scale 
while factories still have plenty 
of time and room in which to fill 
all existing business. Carrying 
excess capacity is an expensive 
proposition. 

> The current expansion in 
military procurement may stim- 
ulate construction in some limited 
areas, but on the whole it looks 
as if it would merely help certain 
large companies on short-time— 
such as Douglas and Curtis- 
Wright—to approach capacity 
somewhat more closely. Undoubt- 
edly, the President’s military pro- 
gram includes among its motives 
an element of stimulating the 
economy and reducing unemploy- 
ment as well as resisting the 
Russians. But it must be remem- 
bered that if war approaches 
more closely, price controls, ra- 
tioning and suppression of ci- 
vilian output would have to be 
introduced, partially offsetting 
AUGUST 


12, 1961 


ments. The dividend of $2.50 ap- 





military projects. 

Public utilities, representing 
about 10%-12% of total construc- 
tion, follow an extremely steady 
pattern. They will show normal 
construction gains of 3% or 4% 
this year, but just as they did 
not drop severely during the re- 
cession, they cannot be expected 
to show any unusual zoom at this 
point. 


Narrow Advance for Public 
Construction 


Public construction, which con- 
tributes about 15% of total build- 
ing activity, is naturally more 
stable than most of the other seg- 
ments, and is also contra-cyclical, 
usually climbing in recessions 
(although it does not always sim- 
ilarly contract during prosperity). 
In recent years highways have 
represented about a third of this 
segment; it also includes a minor 
proportion of government spon- 
sored housing. The initial delays, 
particularly financing problems, 
in the highway program have 
been largely overcome by now, 
and this major category should 
proceed without serious obstacles. 

> Urban renewal—the new 
name for slum clearance—has 
also been stimulated by generous 
federal grants, many of them to 
communities with very dubious 
claim to being run-down, and it 
is the hope of the government 
that the public funds will be 
largely supplemented by private 
investment rushing in to develop 
the cleared and uplifted areas. 

The government also has a 
large backlog of reservoir, food 
control, harbor dredging, con- 
servation and other projects lined 
up, appropriations for which it 
has so far seen no necessity for 
reducing even in the face of the 
expanded military build-up. 

& The school program is some- 
what of an enigma at present. 
Past experience shows pretty 
well that classrooms have been 
supplied as needed by local com- 
munities. Federal aid merely di- 
vides the money more widely, 
perhaps contributing positively 
to a few very poor jurisdictions. 
The failure of the federal aid bill 
should not interfere basically 
with the provision of ample school 
facilities, but may check it tem- 
porarily just because the mere 
suggestion that the federal gov- 
ernment is prepared to provide 
any service naturally tightens up 
local purse strings. Such a reac- 
tion has already been responsible 





for some weakness in Amevican 
Seating, the major suppiicr of 
schoolroom furniture, and p>r- 
haps aiso Brunswick Corp. Alto- 
gether, public construction is 
likely to reach a new peak of 
around $17 billion this year—but 
as this will represent an advance 
of only about 4% above 1960 it 
falls considerably short of boom 
proportions. As of the moment, 
no important new military con- 
struction is scheduled. 

& All of these segments, com- 
bined, indicate an advance in 
overall construction activity of 
perhaps 3° over last year’s $55.1 
billion. This will more than make 
up the 1960 drop and establish a 
new record, but only by a very 
narrow margin. Naturally, the 
various building companies will 
fare differently under these di- 
verse influences. 

It must be remembered that 
an allowance for the inflationary 
factor must be made in all of the 
foregoing estimates. Actually, 
building costs have just hit their 
all-time peak, about 1.6% higher 
than in June of last year. This 
means that segments where only 
narrow dollar gains are predicted 
may actually show no advance in 
physical terms. 


Gypsum Companies Most Attractive 
on Long-Term Basis 


> Prominent in the residential 
branch of this complex industry, 
the gypsum companies are sound, 
conservative and have excellent 
long-range prospects—but are not 
likely to show any material gain 
in the present year. Most of them 
have suffered a moderate drop in 
sales and a sharper drop in earn- 
ings during the first half of the 
present year; for National Gyp- 
sum, for example, sales declined 
6°% to $101 millions while per 
share net fell 16% from $1.72 to 
$1.45. The company found satis- 
faction, of course, in the consid- 
erable improvement of the 2nd 
quarter over the Ist, and this 
trend suggests that full year sales 
will be somewhat higher than, 
and earnings probably roughly 
equal to, last year’s level. The 
pattern should be about the same 
for U.S. Gypsum, the industry’s 
blue chip leader, and Bestwall, 
although the latter was an excep- 
tion in enjoying higher sales last 
year than in 1959, before heavy 
start-up expenses slashed its net 
income. Over the longer term, 
versatile, inexpensive gypsum has 
many advantages and should en- 
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joy continued favorable growth, 
largely at the expense of wood. 

& The shingle, siding and roof- 
ing companies face a generally 


similar outlook. Johns-Manville, 
the undisputed leader in this 
field, is unique both because of 


its possession of the world’s prin- 
cipal asbestos reserves and its 
substantial diversification into in- 
dustrial products. Certain-teed, 
second in this field, is more spec- 
ulative, largely as a result of its 
participation in shell housing. 
Ruberoid is an excellent smaller 
company with a long unbroken 
dividend record. Flintkote has 
demonstrated a steady earnings 
record but its diversification pro- 
gram has so far failed to produce 
tangible results while the recent 
dividend reduction raises doubts 
about its status. 

> Manufacturers of hardboard 
and tile, like Masonite and Celo- 
tex, who utilize bagasse, a sugar 
“ane derivative, have some at- 
traction, but do not possess suffi- 
cient diversification to qualify as 
conservative investments. 


Heating, Air Conditioning and 
Ventilating 


The air conditioning equipment 
manufacturers, Fedders (chiefly 
room and automotive), Trane 
(largely central installations) and 
Carrier (residential and commer- 
cial), offer considerable long-term 
promise, although over the short- 
term they—particularly the man- 
ufacturers of the smaller units— 
are subject to vagaries of the 
weather. Air conditioning is now 
being regarded, of course, as 
standard equipment in nearly all 
new commercial building. Carrier 
is still in the process of recovery 
from a long strike last year. 
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American Radiator, which 
straddles the heating and sani- 
tary ware lines, represents fair 
value but hardly looks inspiring. 
Crane, whose earnings have 
drifted downward for some years, 
may be regarded largely as a 
speculation upon its new manage- 
ment and internal reorganization. 


Glass and Paint Favorably Situated 


Pittsburgh Plate Glass is the 
oniy major glass manufacturer 
usually ciassitied in the building 
industry (the others are assigned 
to automotive or containers), and 
even this company is substan- 
tially diversified, as it supplies 
automobile glass to all of the mo- 
tor companies except General 
Motors and has also recentiy ex- 
panded its paint and chemical 
divisions. Its recent record has 
shown little earnings growth and 
per share net is likeiy to drop 
rather sharply in the current 
year, but the issue is sound. 

®&In the paint business Na- 
tional Lead and Sherwin Williams 
are both excellent companies with 
steady growth records, the objec- 
tion to their stocks being only 
their high multiples of earnings. 
National should enjoy a modest 
earnings gain this year. Sherwin, 
whose fiscal year ends August 31, 
is likely to witness a small slip, 
but this does not look like an in- 
terruption of its basic trend. 


Cement Glut Persists 


> In the industrial and public 
segment of the industry, cement 
enjoys a well entrenched position. 
Unfortunately, however, the ce- 
ment makers have been plagued 
by chronic overcapacity, a direct 
result of the 45% increase in 
facilities since 1956. This situa- 
tion is not expected to be ma- 
terially alleviated earlier than 
the late 60’s according to Mr. 
W. A. Wecker, president of Mar- 
quette Cement. 

In 1960, cement companies op- 
erated at 74% of capacity and 
little improvement, despite the 
pickup in the highway program, 
is foreseen for 1961. But while 
cement is seemingly an old and 
unglamorous product, the in- 
vestor should not fail to notice 
certain important new and prom- 
ising applications. Among these 
are precast reinforced cement 
“girders” for bridgework and 
heavy construction, and a new 
method of pouring cement build- 
ings, floor by floor, with only 
minimum steel work and with 





considerable economy of labor. 
Cement might even enjoy a ren- 
aissance in residential construc- f 
tion with the increased emphasis 
on protection from atomic radia- 
tion. 

While cement stocks lack im- 
mediate attraction, it seems prob- 
able that certain issues, such as 
Marquette, General Portland and 
Lone Star, have been oversold. 

Miscellaneous Fields 

Otis Elevator, in a category 
almost alone (only Westinghouse 
Electric really competes with it), 
has prospered from the office 
building boom. Even if this should 
slacken, the company should still 
benefit from maintenance and the 
continual conversion of manuil 
elevators to automatic installa- 
tions. 

> In the lumber field, Weyer- 
haeuser is relatively conservative 
despite a fairly severe earnings 
drop last year, and qualifies as 
one of the inflation-resistant nat- 
ural resource companies. U.S. 
Plywood has had an irregular 
earnings record and is only mod- 
erately attractive. 

Building Stocks in Perspective 

In any discussion of housing it 
is tempting to relax one’s imagi- 
nation and think of radical inno- | 
vations of the future, such as 
houses that pivot with the sun, 
circular dwellings of molded ce- 
ment or plastic, solar heating and 
walls of two-way glass. Indeed, a 
few prototypes of some of these 
have already been built. In the 
harsher world in which the in- 
vestor operates, however, such 
ideas must be tied down by rea- 
sonable costs and the limits of 
popular purchasing power. Fur- 
ther, unlike the drug cempanies, 
building manufacturers cannot 
expect to revolutionize their en- 
tire product line every five years, 
and for the most part their profits 
within the next two or three 
years will depend upon what they 
are making today. In this light 
many of the leading stocks are 
attractive, but the immediate out- 
look cannot be described as ex- 
citing. 

NOTE — This article will b 
followed by an appraisal of rea! 
estate across the country with 
emphasis on the office building 
picture, in a story written for us 
by Mr. Erwin S. Wolfson, the rea 
esiiate genius who is constructing 
the Pan-American Building ove 
New York City’s Grand Central 
Station. END 
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Are Your Securities 


OUT OF LINE 


— with 1961-62 Investment-Business Prospects?—With Your Own Aims? 


? 
S ome of the securities you own may have 
been a good buy when you acquired them 
... but may be a better sale today. 


We have never advocated continuous 
switching of issues—but the conservative 
investor should be the first to replace any 
securities which, through change, no longer 
measure up to the standards of quality, in- 
come or growth he wants to maintain in his 
porfolio. 


Never before has there been such an ava- 
lanche of new products, “special use” ma- 
terials, new techniques — with activities 
ranging from the ocean depths to outer 
space. Certainly this is no time for a “do 
nothing” investment policy. 


It is the function of Investment Manage- 
ment Service, through careful, well-timed 
recommendations, to place and keep your 
investments “in line” with the march of 
scientific achievement, industrial advance- 
ment and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your credit list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account ... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 
point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1961- 
62 prospects and longer term profit poten- 
tials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held un- 
der the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt concerning your invest- 
ments. 


Complete Consulation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you 
to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is al- 
lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 








S] o investors with $40,000 or more we shall be glad to send full information on 
Investment Management Service. Our annual fee is based on the current value of 
the securities and cash to be supervised—so if you will tell us the present worth of 
your holdings or list them for our evaiuation—we shall quote an exact fee—and 
answer any questions as to how our counsel can benefit you. 
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